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Abstract
The aim of the research was to explore the meaning of intangible resources in different 
European hospitals. Specific objectives were the identification of key intangible 
resources and the exploration of their management and utilisation. In this context, a 
further objective was to analyse the impact of various contextual factors, such as public 
sector regulations, on the management of intangible resources. The three objectives 
provided the structure for a theoretical model, which formed the framework of the 
research. It is based on a strategic perspective on intangible resources. Thus, despite the 
great variety of intangible resources in hospitals, the model limits its focus to certain 
intangible resources that have been identified as important in the literature and 
preliminary study. Since the literature revealed that the management of intangible 
resources is strongly related to operational management tools such as human resource 
management and knowledge management, the model comprises related activities.
The validity of the theoretical model was tested through primary research, which was 
undertaken in two stages. The preliminary study was exploratory and aimed to 
investigate the extent to which important intangible resources are considered in the 
performance measurement systems of hospitals. This was realised through qualitative 
semi-structured interviews with senior and middle managers at various European 
hospitals. The second part of the research focused on the identification of specific 
intangible resources that were important for achieving high performance services. It 
investigated how the management of intangible resources was carried out and what kind 
of contextual factors were influential. For this, the theoretical model was tested by 
applying a single embedded case study approach. The case study was carried out in a 
German university hospital. Qualitative semi-structured interviews with top and middle 
managers and the employees of a single department provided insight into the awareness 
and utilisation of intangible resources.
The findings of the research confirmed the importance of specific intangible resources 
for hospitals, such as knowledge, the attitude towards the organisation and the creation 
of partnerships with external service providers. In addition, intangible resources such as 
internal social relationships were identified as highly important. The research refers to 
them as social capital. Analysis of the efforts regarding the management of social capital, 
however, revealed that there was not enough awareness of its significance. It seemed 
that the lack of attention regarding the meaning of social capital hampered the utilisation 
of other intangible resources. In this context, the importance of communication and 
identification with the organisation was highlighted.
Although the literature has not explicitly considered the impact of contextual factors on 
the management of intangible resources, the research found that public sector regulations, 
the profile of staff, and the style of leadership in particular influence the management 
and utilisation of intangible resources.
The research enhances knowledge of the awareness and management of intangible 
resources in hospitals. It contributes to the related literature in that the importance of 
specific intangible resources was revealed or confirmed. Further, the research 
significantly extended knowledge of various factors that influence the management of 
intangible resources.
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Chapter 1 
Introduction
1.1 Background of the Research
In any organisation, both tangible (e.g. facilities, raw materials, and equipment) and 
intangible resources (iR) (e.g. knowledge, relationships, and communication) have an 
important role to play in order to create value for the organisation and to ensure an 
adequate performance (Carmeli and Tishler, 2004). While traditionally tangible 
resources were of high value to the organisation, general economic developments 
towards a knowledge economy and service society enhanced the importance of 
intangible resources as key drivers of organisational performance (Pike, Roos and 
Marr, 2005; Zambon, 2002; Guthrie, 2000). In fact, an increasing number of 
practitioners and researchers hold the opinion that organisational value is less 
dependent on tangible resources but more on the utilisation of intangible resources 
(Alwis, 2004). Resources such as the knowledge and skills of employees, their 
training and development, the company’s reputation and organisational partnerships 
are now recognised as significant for ensuring high performance.
Currently, the measurement of organisational performance is mainly based on 
traditional performance measurements such as the organisations’ financial statements 
(Green and Ryan, 2005; Usoff, Thibodeau and Burnaby, 2002). Based on explicit 
and well-developed accounting standards, tangible resources are well recorded in 
these statements since they meet criteria such as the flow of benefits to the company 
and the accurate determination of historical costs (Zambon, 2002).
Due to the fact that intangible resources have no physical existence and no exact 
determinable market value, accountants argue that intangible resources should not be
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included in financial statements since those are not designed for representing highly 
subjective and speculative financial data, as they would derive from intangible 
resources (Zambon, 2002). In addition, it is stated that most of the intangible 
resources cannot be expressed in financial terms, as historical costs cannot be 
determined in many cases (Bradbum and Cloakes, 2004). Another problem is that 
the financial accounting framework is based on an ex-post perspective, whereas the 
value of intangible resources is mostly derived ex-ante (van der Meer-Kooistra and 
Zijlstra, 2001). Ittner, Larcker and Randall (2003) summarise that financial data 
would be too historical and ‘backward looking’ and lack the ability to explain future 
performance. In fact, intangible resources that have been recorded in financial 
statements were limited to intellectual property, such as patents and trademarks, and 
acquired items such as goodwill (Starovic and Marr, 2001). The limited recording of 
most intangible resources in financial statements prevents most organisations from 
knowing their true performance drivers (Brooking, 1996; van der Meer-Kooistra and 
Zijlstra, 2001). Information about important resources such as human capital, 
customer relationships, and the company reputation are not included (Garcia Meca, 
2005; Habersam and Piper, 2003). This results in a significant gap between the 
reported financial data, which corresponds to the company’s book value and the 
market value of the organisation. Hence, more and more companies realise that 
financial statements provide an incomplete picture of the organisational value. A 
study conducted by Boulton, Libert and Samek (2000) revealed that between 1978 
and 1998, in general, just 28% of an organisational value was reflected in the 
traditional financial statement. Therefore, it is understandable if managers, 
shareholders, and the directors of organisations want to know what drives the real 
value of the organisation. They want to understand how their resources contribute to 
the organisational performance in the future. In this respect, the value of traditional 
financial statements seems to be declining (Mouritsen, Bukh and Marr, 2004).
Because of this divergence, a research discipline has recently been developed which 
centres the identification and management of intangible resources. Andriessen (2006, 
p. 102) describes the concept of intellectual capital (IC) as follows: ''the concept o f  
IC refers to the resources o f a company and it is based on the idea that we can view
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organisations as entities in which various types o f resources are transformed to 
create valueC Indeed, the growing importance of intangible value drivers 
encouraged first, practitioners, and later, academics from multidisciplinary fields to 
find approaches and tools to identify, manage, and measure these resources (Marr et 
a l, 2003).
Many individual intangible resources have been analysed and managed based on 
knowledge from other management disciplines, such as relationship management or 
human resource management. Considering these resources separately is not new. It 
is rather the holistic understanding in a management context, which distinguishes the 
concept of intellectual capital from other single disciplines (Johannessen, Olsen and 
Olaisen, 2005). It is the combination of these resources that constitutes the unique 
concept of intellectual capital (Marr and Mustaghfir, 2005). Hussi (2004) asserts that 
the true value of the concept of intellectual capital is to create a framework, which 
allows the viewing of all these resources in relation to each other.
Yet since intangible resources are characterised by non-physical existence for which 
it is hard to find an agreed value, significant problems arise in the evaluation and 
management of these resources. Further, in most cases, they are specific to each 
organisation and, thus, finding spanning consensus related to the management is 
hardly possible. Consequently, many disciplines acknowledge their importance but 
suffer in developing adequate management and measurement tools (Kaufmann and 
Schneider, 2004).
Despite these difficulties, a grooving number of researchers and practitioners have 
devoted themselves to developing tools for managing, measuring, and reporting 
intangible resources. Pioneers such as Sveiby (1997) and Edvinsson and Malone 
(1997), significantly contributed to the development of the research discipline by 
developing tools for the measurement of these resources. Numerous companies, 
such as Dow Chemical, Skandia AS and Celemi, have put time and effort into the 
development of the concept of intangible resources. In addition, governments and
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research bodies initiated projects to develop a further understanding of this concept, 
which led to an increased awareness (Marr, 2005a).
However, research has shovm that most effort is placed on the exploration of the 
concept in private sector organisations. In fact, the adoption of the intellectual 
capital approach to the management in public sector organisations has not been well 
researched (Fletcher et al., 2003; Peng, Pike and Roos, 2007). Research in public 
sector organisations has revealed that these organisations face similar issues in the 
management of intangible resources as do private organisations. Some authors (e.g. 
Cinca, Molinero and Queiroz, 2003) argue that public organisations consist of a 
variety of intangible resources and pursue mostly intangible goals.
As public service providers, hospitals seem to particularly require an effective 
management of these resources as they contain a wide range of intangible resources 
such as human capital and social capital. Further, they are typical knowledge-based 
organisations (Noseworthy, 2002; Argor, 1997). Thus, the implementation of tools 
for the effective management of intangibles seems to be appropriate, even more 
under consideration of scarce financial resources (Carmeli and Tishler, 2004). Peng, 
Pike and Roos (2007) claim that for hospitals an adequate deployment of available 
resources and the management of performance has become the most critical issue. In 
hospitals, using all available resources in the best way possible and providing high 
performance services is required more than ever due to competition, patient service 
alternatives, and quality assurance programmes (Purbey, Mukherjee and Bhar, 2007). 
In general, the management of public sector organisations, including hospitals, seems 
to be rather underdeveloped (Reinersdorff, 2002). Factors such as bureaucratic 
structures, the limited authority of managers and traditional thinking prevent a 
management based on economic principles (Walther, 2005).
The review of the literature revealed that related research in hospitals is sparse; only 
a few empirical studies conducted in hospitals could be found (e.g. Habersam and 
Piper, 2003; Peng, Pike and Roos, 2007), which aimed to identify important
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intangible resources. The results of these studies significantly differ and, evidently, 
more research is needed in order to gain sound knowledge of the intangible 
performance drivers in hospitals. Further, these studies omitted consideration of 
contextual factors, which seem to influence an effective management in hospitals. 
These factors might be caused by institutional, organisational, and technological 
regulations (Wilson, 2002).
Therefore, the PhD thesis seeks to close this research gap and to increase the 
understanding of researchers and practitioners about the importance of intangible 
resources in hospitals. The main objective of the research is to identify important 
intangible resources in hospitals. The objective is also to explore the impact of 
contextual factors, such as public sector regulations, on their management. By 
increasing the understanding of influential factors, management tools can be adjusted 
to the requirements of hospital organisations.
1.2 Background of the Researcher
The researcher’s background influenced the way the research was conducted, having 
spent time in various areas of business management. Before starting a university 
education in business administration, the researcher worked several years in 
accounting/tax business. Her majors at university were chosen accordingly, but 
supplemented by personnel and organisational studies and marketing. During the 
academic education, the researcher sought for practical experiences in the fields of 
accounting, controlling, and HR management, which she gained in various national 
and international companies. The university education was successfully completed 
by a degree, which equals an MBA. Her master thesis laid the foundations of this 
research as it discussed ‘ways for measuring and reporting intellectual capital in 
intellectual capital statements’. This raised the researcher’s interest in the topic. 
However, since the MBA thesis only looked at the reporting and measurement of 
intellectual capital, many questions remained unanswered. Further, based on the 
researcher’s knowledge of accounting, the research revealed significant shortcomings 
in the traditional accounting standards in capturing the value of intellectual capital.
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Consequently, given the shortage of knowledge on the topic and the researcher’s 
interest, this topic was chosen for the research in order to gain more knowledge for 
the management of intangible resources.
As a field for applying the topic, the researcher chose the healthcare sector as she 
gained insights into the hospital management during temporary jobs in hospitals. 
The subject of ‘public sector management’, completed at the university, provided her 
knowledge of the different aspects to be dealt with when doing (private sector) 
management in public sector organisations. Thus, the researcher thought it 
interesting to explore the management behaviour in public sector organisations. The 
study initially focused on gaining a greater understanding of intangible resources in 
healthcare organisations.
Due to the practical experience gained in private and public organisations in different 
countries, the researcher was interested in spreading the field of investigation to 
various locations in order to gain insights into the managerial differences of 
organisations. Thus, the approach to the research is based on experience gained in 
academic and worked-based education. The multidisciplinary background of the 
researcher in terms of business administration allowed her to consider the relevance 
of different perspectives on and approaches to the management of intangible 
resources.
1.3 Structure of the Work
The following outline presents the structure of the thesis and summarises the main 
aspects of each chapter.
Chapter One presents the main arguments for the research. It is shown that the 
concept of intangible resources has gained significant attention in business and 
academic world, but lacks attention in public sector organisations. The 
argumentation converges in the identification of a research gap, which sets the frame
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for the research. In addition, the background of the researcher is given and the 
structure of the thesis presented.
Chapter Two sets the context for understanding the setting of the research. The 
chapter briefly contrasts the healthcare systems of Norway, Germany, and UK in 
order to understand the different contexts, where the fieldwork was carried out. The 
chapter provides an overview of a range of current issues that exist in these 
healthcare systems. Having given the background, the chapter then draws attention 
to the problems and challenges currently faced by hospitals.
Chapter Three provides a comprehensive literature review of the use and 
management of intangible resources. An overview of the historical development is 
given to enable the understanding of the importance of intangible resources. The 
chapter introduces existing perspectives, before discussing wide variations in the 
understanding of terms, definitions, and classification approaches used to describe 
the concept of intangible resources. The chapter then presents approaches to the 
management of intangible resources, which form the core of the research. The final 
part of the chapter describes reporting and measurement tools.
Chapter Four looks at the measurement and management of intangible resources in 
hospitals. It analyses their importance in hospitals and introduces problems related 
to their management. It also discusses the business and academic awareness of the 
concept. As a result, a significant knowledge gap is identified which forms the focus 
of the research. Combining the outcomes of the literature review, a theoretical model 
is developed and described at the end of the chapter.
Chapter Five sets out the methodological background for the research. By analysing 
existing philosophical and methodological approaches, the researcher justifies the 
approach adopted. Based on that, the chapter describes the ‘case study’ approach 
and discusses methods for data collection and analysis. Finally, the chapter explains 
the sampling strategy used in the research.
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Chapter Six details the processes and methods employed in the research. The 
research is primarily exploratory in nature and qualitative research methods are 
predominantly employed. The chapter describes the research design applied for the 
two stages of the research, i.e. the preliminary study and main study. For each stage, 
the chapter explains choices made regarding research questions and objectives, 
selected sites and units, timeline, and the processes of data collection and analysis.
Chapter Seven presents the findings of the preliminary study. The results provide 
insights into the awareness and management of intangible resources in German, 
Norwegian, and British hospitals. The chapter shows that, while all respondents 
seem to be highly aware of the importance of intangible resources, only a few of 
them seem to have implemented formal tools for their management. These findings 
are considered for the planning of the main study.
Chapter Eight provides a discussion on the findings of the preliminary study. In this 
chapter, the researcher identifies and discusses themes that emerge during the 
exploratory study in relation to the literature. Mainly, it sets out reasons for the 
identified way of managing intangible resources. It further identifies contextual 
factors that seem to have an influence on the management of intangibles.
Chapters Nine and Ten describe the findings of the main study, which are based on a 
case study approach. Chapter Nine presents the findings regarding the different 
contextual factors, such as public sector regulations, which affect the management of 
intangible resources. In particular, these regulations seem to influence the 
development of key intangible resources such as social capital. The chapter further 
analyses the importance of intangible resources that have been chosen in the 
theoretical model and raised by the interviewees. In this context, intangible 
resources are identified which have not been previously described in the literature.
Chapter Ten continues with the description and analysis of the findings of the main 
study. It focuses on the supporting management activities, i.e. human resource and 
knowledge management which were undertaken in the university hospital. Further 
the chapter presents results from the pilot questionnaire.
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The discussion provided in Chapter Eleven is based on the findings described in 
Chapters Nine and Ten. The chapter provides a detailed discussion on the aspects 
found, in particular on the importance and management of intangible resources. The 
chapter finds explanations for the circumstances that seem to aggravate an effective 
management of intangibles. Further, the findings of the study are related and 
compared to those of other researchers. In order to analyse the way intangible 
resources are managed in the particular hospital, tools provided by the disciplines of 
knowledge management and human resource management are evaluated. The 
chapter provides a conclusion regarding the findings of the research. Finally, the 
chapter discusses the limitations of the research, reveals areas for further research, 
and provides practical recommendations.
Figure 1.1 summarises the sections of the thesis.
Chapter 1 Introduction
Figure 1.1 Overview of the structure of the thesis
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Chapter 2 
Description of Relevant Healthcare Systems
2.1 Introduction
The chapter describes the contextual setting for the research. The review of the 
literature on intangible resources has shown that Scandinavian countries have a lead 
regarding the awareness and management of intangible resources. The researcher 
intended to analyse whether or not this applies as well to Scandinavian public 
hospitals. Thus, the Norwegian healthcare sector was analysed. Further, the English 
healthcare system was chosen for the great variety of initiatives undertaken by the 
NHS, which address the management of intangible resources such as knowledge. 
The German healthcare system was considered due to the radical reforms it currently 
faces. The section on the German healthcare market provides evidence that new 
management tools are necessary to adequately use available resources.
Thus, the chapter looks at the characteristics of the English, Norwegian, and German 
healthcare systems and explores the particular hospital frameworks. By providing 
public goods, healthcare organisations aim to ensure high quality services for the 
well-being of the community. As such, they operate in a highly institutionalised 
environment, which is influenced by numerous levels of statutory controls, 
legislation, and ministerial guidance (Mullins, 1999). In general, European 
healthcare systems currently face a permanent rise in expenditure, mainly caused by 
such factors as the use of new technology and the ageing of the population. In 
addition, such reasons as the increase in incidence of chronic illness and the growth 
of consumerism contribute to the need of all healthcare systems to change existing 
structures (Robinson, 2006). It is shown that the healthcare systems under 
investigation are no exception to this development.
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After giving general background information of the individual healthcare systems, 
the chapter places particular focus on the hospital sector as research was only 
conducted in hospitals. Hospitals can be characterised by some common features. 
The political and legal constraints that hospitals confront are highly complex and 
pluralistic (Bottler, 1987). Characterised through a broad range of relationships with 
their stakeholders, these organisations face interest, demands, and constraints from 
numerous parties involved (van Beveren, 2003). Thus, hospitals have to follow 
multiple goals imposed upon them by stakeholders such as patients, private 
companies, and various governmental bodies (Boyne, 2002). In general, hospitals 
provide a broad spectrum of services and combine a variety of professions. The 
output of a hospital typically consists of a multiplicity of different services within the 
range of diagnostics, therapy, care, supply, and administration. These services are 
provided by a large multiplicity of different people or occupational groups such as 
medical, maintenance, and administrative staff (Eichhom, 1974). Researchers have 
found that in numerous hospitals there is a demarcation of occupational groups, 
mainly between medical, nursing, and administrative staff (Kriegel, 2005).
Westermann-Binnewies (2004) explains that within each hospital, there exists a 
variety of ‘subcultures’, such as the ‘department culture’, which results from the 
functional division of a hospital into internal medicine, surgery, radiology and so on. 
Second, there is a ‘culture’ established among the different types of patients, i.e. 
private and public-insured patients, long-term and acute patients. According to 
Westermann-Binnewies (2004), a ‘culture’ is also created by different occupational 
groups such as nurses, administration, and technical support staff. Each of these 
subcultures is based on common technical knowledge and values. Members of a 
subculture create their own identity and thinking, which can lead to a demarcation 
between groups. Each of these occupational groups is characterised by a strict 
hierarchical structure (van Beveren, 2003). The differences between these 
subcultures may form areas of conflict. Walther (2005) notes that in most hospitals a 
strongly developed ^'thinking in silos'' exists between the three main occupational 
groups: medical, nursing, and administrative staff. Other factors leading to a 
differentiation are the different activities of hospitals such as patient care, research
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and teaching, or the existing hierarchical structures, which include top, middle, and 
lower management (Kriegel, 2005).
The work of professionals within hospitals is variable and complex, highly 
specialised and interdependent, which requires a high degree of coordination among 
the diverse groups of professionals (Bottler, 1987). Burther, most of these 
professional groups face a wide range of norms and standards (Lemieux-Charles et 
al., 2003). Hospitals can be classified as expert organisations because of the high 
categorisation of tasks, the autonomy of main professional groups, the specific task 
orientation, and the focus on human beings (Heimerl-Wagner, 1996). Pelikan and 
Krajic (1993) state that in modem societies there is hardly an organisation with such 
a high degree of complexity, which has to combine and master so many important 
tasks as a hospital. However, it is felt that little effective and managerial control 
exists over medical staff, although they are the group being most responsible for 
providing health services.
In order to measure organisational performance, instmments such as financial data, 
patient satisfaction surveys, and the evaluation of complaints are applied (Strike, 
1995; Shaw, 2003). The literature on these instruments, however, revealed that the 
usefulness of most of them for the measurement of performance has to be doubted. 
Bor example, Shaw (2003) criticises the validity and reliability of patient surveys and 
Moullin (2002) claims that complaining about performance is dependent on the 
culture of the population. He states that in the UK complaints are hardly made. 
Another indicator of high performance is based on the choice given to patients 
(Appleby et al., 2002). In many European countries, patients’ choice was extended 
over the last years. However, Marshall et al. (2003) hold the opinion that patients, as 
purchasers of health services, do not evaluate performance data and, consequently, 
do not make choices based on performance. Appleby et al. (2002) explain that the 
information given to patients does not meet their information needs and, therefore, 
prevent efficient decision-making.
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Related to the applicability of performance measurement instruments is the financial 
situation of the hospital, as applying these instruments requires financial resources 
for collecting and analysing data. In general, hospitals face continuous financial 
pressure caused by the dependence on the governments’ ability to provide financial 
resources and the fast technological development (Linder and Brooks, 2004). 
Further, healthcare organisations do not only compete over financial resources but 
also over tangible and intangible resources, which are necessary to deliver tailored 
and high-quality services (Carmeli and Tishler, 2004). Despite these commonalities, 
the hospital sector in each country faces specific issues and challenges, derived firom 
contextual factors, which can only be understood if the entire healthcare system is 
considered.
2.2 The German Healthcare System
2.2.1 Introduction
The healthcare system in Germany looks back over a hundred-year old tradition and 
has its origin in the social politics founded by Bismarck in 1883. From that time 
onwards, the health insurance has been mandatory nationwide for most employees 
(Busse and Riesberg, 2004). The mandatory social health insurance is still the basis 
of the modem healthcare system, since the social and public health policy has been 
characterised by a high continuity in its organisations, despite the frequent regime 
and mle changes (Kriegel, 2005). The basic pillar is the principle of solidarity, 
according to which the burdens of individuals are shared by the community. This 
leads to a shift of expenditure and risks between the different financial bodies and 
receivers, whereby the total costs are to be kept constant (Kriegel, 2005). Nowadays, 
approximately 88% of the population are covered by the statutory health insurance 
(SHI). In 2003, only 10% of the population were privately insured (Busse and 
Riesberg, 2004). The health insurance is paid by income-dependent contribution 
rates and does not correspond to individual risks. The contribution rate is equally 
shared between employees and employers. Currently, there are about 250 health 
insurance companies competing with each other based on the contribution rate. The 
average contribution rate is 14.3% (Augurzky, Bauer and Schaffner, 2006). The
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expenditure of the healthcare system relative to the Gross Domestic Product (GDP) 
was 10.7 % in 2005 (Organisation for Economic Co-operation and Development 
(OECD, 2007a)). Table 2.1 illustrates the development of the expenses in total and 
in relation to the GDP.
Table 2.1 Trends in German healthcare expenditure 1990- 2005
1990 1995 2000 2005
Total expenditure on 
healthcare in current 
prices (billion EUR)
108.3 190.4 214.9 230.0 (in 2002)
As share of GDP (%) 8.5 10.6 10.6 10.7
Public expenditure on 
healthcare (as share of 
total expenditure in %)
76.2 80.5 78.8 78.5 (in 2002)
(Source: Busse and Riesberg, 2004; OECD, 2007a)
Germany has the third highest health expenditure in the world, following the USA 
and Switzerland (Brauninger, 2006). One factor causing the high amount of 
expenditure is the number of employees working in the healthcare sector. In 2004,
4.2 million people were employed in this sector, representing 10.6% of the total 
working population (German Federal Bureau of Statistics, 2006).
2.2.2 Structure of the German Healthcare System
The structures in the German health system are shaped by the division of power 
between numerous governmental and different healthcare associations. The 
Government traditionally accredits membership-based, self-regulated organisations 
of providers and payers (Busse and Riesberg, 2004). The main participants in the 
complex system of decision makers are Government and Federal States, the health 
insuring organisations, the health insurance company unions and the hospital 
organisations (Kriegel, 2005). Joint committees of payers are, for example, the
15
Chapter 2 Literature Review
Associations of Sickness Funds and for providers the Physicians’ or Dentists’ 
Associations or single hospitals. Many of these bodies have achieved the status of a 
quasi-public corporation and are based on mandatory membership. Professional 
“chambers” with mandatory membership exist, for example, for physicians, dentists, 
pharmacists, and veterinarians. These chambers set the framework conditions and 
govern the allocation of resources (Brauninger, 2006). In addition, they are 
responsible for secondary training and accreditation, and set professional and ethical 
standards (Busse and Riesberg, 2004). Thus, the German healthcare system is 
characterised by a relatively strong degree of decentralised and autonomous 
decision-making and the democratic legitimisation of established actors. In general, 
the Government and Parliaments at federal or state level do not take part in the 
decision-making process regarding the statutory health insurance. The Federal 
States’ or Government’s responsibility is rather concerned with legislation. A large 
number of regulatory, managerial, and planning competences related to the statutory 
health insurance are delegated to the corporatist level of self-governmental sickness 
funds and provider associations. Because of the pluralistic decision making bodies, 
the healthcare system does not only have one source of funding. The sickness funds 
autonomously operate their own budgets, and only a few resources are derived from 
the Government or Federal States (Busse and Riesberg, 2004). Despite the high 
degree of autonomy, actors perceive the healthcare sector as being extensively 
regulated containing many planned-economy elements (Schmitz and Debatin, 2006).
The German primary care system, in contrast to many other European healthcare 
systems, does not act as a gatekeeper, i.e. patients have free choice for primary care 
providers such as dentists, physicians, psychotherapists and so on.
Figure 2.1 provides an overview of the key actors in the German healthcare system.
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Figure 2.1 The organisational relationships of the key actors in the German 
healthcare system 2004
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2.2.3 Challenges to the Current System
Currently, the German healthcare system is under harsh criticism, primarily because 
of constantly rising expenditure and the rigid structure of the statutory health 
insurance. The major problem is that the contributions gained do not seem to be 
sufficient in order to finance the expenditure (Augurzky et ah, 2004). Brauninger 
(2006) mainly criticises the SHI for over regulating the supply of health services and 
the misallocation of scarce resources caused by inefficient market orientation. 
Various compulsory elements and corporatist regulation hinder an increase in 
efficiency based on market elements such as competition and price flexibility. 
Another structural problem is the connection of contribution rates to the salaries of 
employees. Thus, increases in healthcare costs would have to be compensated by 
higher contribution rates which, consequently, lead to a higher burden for both 
employers and employees. In addition, the high unemployment rate in Germany 
reduces the revenues of the health insurance funds, adding further pressure on the 
contribution rates of those paying them (Augurzky, Bauer and Schaffner, 2006).
Based on the principle of cost covering (i.e. all costs were always refunded- without 
consideration of the amount) the German healthcare system has long been 
characterised by a lack of economic principles. The absence of market mechanisms 
led and still leads to losses of qualities, inefficiencies, and the waste of resources, 
both on the supply and demand side (Lauterbach, Luengen and Schrappe, 2001). 
The system-dependent inefficiencies caused by poor regulation of the health system 
lead to unnecessary high expenditure. The remuneration system for such service 
providers as hospitals and established physicians sets only a few incentives to 
economically deal with resources. The same applies to the insured people. Based on 
the principle of solidarity, costs are frequently shared which is not very conducive to 
the development of a cost-saving consciousness. Further, abuses are difficult to 
uncover because of the lack of transparency about the accomplished performance of 
health service providers (Walther, 2005; Augurzky et al., 2004).
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In addition, recent social changes have caused a boost of expenditure. The 
demographic change causes both rising patient numbers and the increase of demand 
for medical services and products. The increased consumption is related to the 
changing values of patients, whereby patients are becoming less passive, and by 
adopting a more critical role, more demanding in relation to health services. The 
growing consciousness of health in the population is accompanied by an increasing 
degree of interest and information seeking (Walther, 2005). The technical progress 
allows medicine to advance in the curing of former incurable diseases and to reduce 
mortality. However, it also increases the total costs in the healthcare system 
(Augurzky et al., 2004). Based on these challenges, the health sector in Germany 
faces a period of radical reform. Social tasks and political and technological basic 
conditions are subject to fundamental change, which will substantially transform the 
existing structures in the health service (Walther, 2005).
2.2.4 Overview of Reforms
Healthcare reforms have mainly the objective of cost control. In addition, there have 
been other objectives such as effectiveness, quality assurance, and patient 
involvement (Busse and Riesberg, 2004). Within the last fifteen years, numerous 
health reforms have been undertaken in order to achieve a reorganisation of the 
statutory health insurance and the introduction of market conditions (Augurzky, 
Bauer and Schaffner, 2006). Since the major objective was cost-containment, a 
series of related acts were initiated including measures such as budgets or spending 
caps for entire sectors or individual providers. Further, ad hoc price reductions for 
manufacturers, wholesalers, and pharmacies and a reduction of the number of 
hospital beds were realised (Busse and Riesberg, 2004). The Health Care Structure 
Act of 1993 further targeted the introduction of competitive elements between 
sickness funds with freedom to choose for most of the insured population and 
lessened the strict separation of ambulatory and hospital sectors. Indeed, the latter 
can be seen as one of the legislative milestones since it directed a further reduction of 
cross-sectional boundaries within the system. Since the fragmentation of care across 
sectors is seen as a major weakness of the German healthcare system, this issue has 
been focused on by several recent reforms. The implementation of different models
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of integrated care was facilitated by the Statutory Health Insurance Modernisation 
Act (2004). Consequently, new opportunities were offered to hospitals to become 
active in ambulatory care. Further, it was intended to improve the co-operation 
between ambulatory physicians and hospitals based on contracts between sickness 
funds and individual health service providers. The major advantage is seen in the 
more efficient allocation of valuable resources (Busse and Riesberg, 2004).
One of the major reforms pursued the introduction of a new reimbursement system 
based on a DRG (diagnosis-related groups) system, which significantly changed the 
financing of hospitals. Specified by the Case Fees Act of 2002, it replaced the 
former financing system, which consisted mainly of per diem rates by lump sums for 
individual hospital services. Now, the case lump sums depend on a diagnosis- 
oriented catalogue, after which the cases are assigned to groups (DRG) (Busse and 
Riesberg, 2004; German Science Council, 2005). The avowed goals of the DRG 
introduction were the stronger performance orientation of remunerations, the internal 
and external comparability, and the mobilisation of existing resources (Walther,
2005).
Several of the reforms undertaken particularly addressed the German hospital sector. 
They are discussed in the following sections. In order to understand better the 
context of these reforms, general explanations of the German hospital sector are 
given beforehand.
2.3 The German Hospital Sector
2.3.1 General Description
The German hospital sector is the most important provider of health services by 
accounting for one-third of expenditure in the statutory health insurance (Brauninger, 
2006). Given the legal, ethical, and moral obligations related to healthcare services, 
hospitals are controlled by numerous political forces instead of market forces (Boyne, 
2002; van Beveren, 2003). Hospitals supply part of the public tasks and are mainly
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part of the public sector. A multiplicity of laws, regulations, and guidelines are as 
dominant in the hospital sector as in other healthcare areas (Walther, 2005).
Busse (2002) explains that mainly four areas have to be regulated with regard to 
hospitals. First, hospital care is to be enabled meaning that hospitals have to be 
established and possess the necessary technology and capacity in order to provide 
adequate supply to the population. Second, it is required that hospital services are 
specified and funded. This refers to access, types, quality, and prices. In terms of 
access, regulations have to be set in order to prevent patient selection, mandate non­
scheduled admissions, allow clinical staffing around the clock and patient choice. 
Regarding the type of services provided, regulations have to be implemented which 
ensure the provision of services. Quality regulations relate to quality assurance 
programmes, accreditation, and the public disclosure of results. Further, regulations 
are set for prices, i.e. uniformly regulated prices are supposed to result in 
transparency and the facilitation of administration. The third area of regulation is 
applied in order to protect hospital employees. Next to the numerous EU regulations 
in terms of equal treatment and working times, the German Government installed 
additional bodies in order to protect the rights of the employees such as works 
councils and union bargaining agreements. In general, Germany is known as a 
country, which possesses ''statutory systems o f employee representation'" (O’Hagan, 
Gunnicle and Morley, 2005, p. 166). For instance, the rights of employees are 
protected by a works council, which has to be erected in each hospital employing 
more than 100 employees. The Works Council Constitution Act entitles employees 
to rights of co-determination in all related decisions such as the employment and 
dismissal of staff. Further, public hospitals are bound to honour wage agreements 
(Walther, 2005). In addition, the healthcare sector constitutes a collective bargaining 
agreement to protect the rights of both employers and employees. The legal 
framework is set out in the Basic Constitutional Law and the Collective Bargaining 
Act. These agreements clarify the rights and duties of both parties. In particular, 
they contain norms concerning salaries and wages, working conditions, and the 
erection and annulment of working contracts (Kriegel, 2005). A fourth area of 
regulation refers to the rules of how hospitals are to steer their businesses. These
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regulations cover guidelines on mergers, financial reserves and advertising (Busse, 
2002).
Facing the sum of these political and legal constraints, Glokler and Grâfe (2003) 
claim that no other economic sector faces such strong regulations as the healthcare 
sector. Recently, the Government withdrew from direct and operational control and 
empowered the Federal States to adjust and coordinate the hospital services in form 
of budgets, a focus on particular treatments and bed capacities, and by hospital plans 
(Kriegel, 2005). The corporatist stakeholders are next to the health insurers and 
hospital federations, the Federal States that are responsible for maintaining the 
in&astructure of the hospitals. The Federal States have a significant role to play as 
they develop hospital plans. Within the hospital plan, they stipulate the appropriate 
number of hospitals and the number of hospital beds.
The financing of hospitals rests on a dual system. While capital investments are paid 
through the Federal States, the running costs are financed by sickness funds (Busse 
and Riesberg, 2004). The payment is also set in hospital plans. Indeed, the majority 
of hospitals, regardless of ownership, are part of the hospital plan and regulated by 
the same set of laws (Busse and Riesberg, 2004; Brauninger, 2006). In 2004, there 
were 2,166 acute care hospitals in Germany, which provided 531,000 beds in total. 
The hospitals treated 16.8 million in-patients in 2004 (German Federal Bureau of 
Statistics, 2005).
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The hospitals can be differentiated by different criteria. Distinctions can be made 
according to ownership and the level of service provided.
Ownership responsibility is assumed by:
• Government, at local level -  i.e. towns and counties -  or at state level owned 
36% of all hospitals in 2004.
• Free-non-profit institutions such as big churches with their federations, the 
Red Cross with its nurse societies, and other non-profit organisations owned 
39% of all hospitals in 2004.
• Private for-profit companies and hospital chains ran 25% of all hospitals in 
2004 (German Federal Bureau of Statistics, 2005)
As to service level, German hospitals can be categorised as follows:
• Basic service hospitals -  cover a catchment area of approximately 50,000 
people and usually provide up to 200 beds and two to three medical 
disciplines (representing 55% of the total number of hospitals with up to 200 
beds in 2004)
• Regular service hospitals - cover a catchment area of approximately 60,000 to
100.000 people and provide up to 600 beds, four to five disciplines 
(representing 38% of the total number of hospitals with up to 600 beds in
2004)
• Central service hospitals - cove r a catchment area of around 200,000 to
600.000 people and usually provide up to 1,000 beds with a wide spectrum of 
up to eight different disciplines (representing 4.2% of the total number of 
hospitals with up to 1,000 beds in 2004)
• Maximum care hospitals -  are mostly university hospitals and usually cover a 
catchment area of more than one million people, typically possess more than
1.000 beds and cover a comprehensive service spectrum and high depth in 
medical production (representing 2.6% of the total number of hospitals with 
more than 1,000 beds in 2004) (Kriegel, 2005; German Federal Bureau of 
Statistics, 2005)
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Since a university hospital was selected as the unit of analysis for the main study of 
the research, some specific characteristics are considered in the following. In 2004, 
there existed 33 university hospitals in Germany, which provided 44,589 beds 
(representing 8.9% of all beds provided). They treated approximately 9.5% of all 
patients (German Federal Bureau of Statistics, 2005). University hospitals are 
among the largest hospitals in Germany with 800 to 3,200 beds and 2,300 to 15,000 
employees (German Science Council, 2006).
University hospitals are distinct from other hospitals as they ensure, apart from the 
care of patients, continuous medical professional training and the advancement of 
medical scientific research. They are centres of innovative university medicine and 
the force of medical progress (Kriegel, 2005). Due to the main functions of research, 
teaching, and patient care, university hospitals are at the interface of the healthcare 
and educational system and, therefore, have to cope with changes and regulations of 
both sectors. To promote the free development of research and teaching, autonomy 
and freedom is given by German basic rights to these areas (German Science Council, 
2006). In terms of patient care, university hospitals provide maximum care, which 
implies that they are obliged to treat patients whose treatment can be rejected by 
other hospitals because of severity and complexity. Accordingly, the lengths of stay 
are above average and the number of intensive-care patients very high (German 
Science Council, 2005).
Blumenthal, Campbell, and Weissman (1997) claim that the dual mission of 
providing healthcare as well as graduate education puts academic hospitals at a 
distinct competitive disadvantage to their non-academic counterparts. Considering 
these multiple tasks, the German Science Council (2006) demand that university 
hospitals should turn this disadvantage into a competitive advantage through 
increased specialisation in the fields of research and patient care.
The complexity of the main functions is also reflected in the finance system for 
university hospitals. Health insurance companies are responsible for covering costs 
for patient care and not for research and teaching. These are to be covered by the 
Federal States and the Federation (Kriegel, 2005).
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University hospitals provide unique services that would not be possible in any other 
place in the health system. Since they are the most important providers of health 
research in Germany, university hospitals fulfil an important role towards the future 
ability of innovation and competition of the national economy (German Science 
Council, 2005; Kriegel, 2005).
2.3.2 Challenges to Hospitals
Currently, hospitals face the effects of radical social changes as described above. In 
particular, the general financial situation has already been strained for years and 
investments in hospitals have been constantly declining (Blum and Schilz, 2005). 
Costs, created by above-average lengths of stay, are too high in comparison to other 
countries (Luengen and Lapsley, 2003). Further, the costs of a treatment of the same 
category vary too much among hospitals. In particular, public hospitals are 
increasingly short of funds for investments (Brauninger, 2006). The financial power 
of the Federation and States is declining and the resources for university hospitals for 
research, teaching, and the care of patients are also shrinking ( German Science 
Council, 2006). University hospitals face the dilemma that, because of highly 
specialised and complex services, costs for treatments are very high.
2.3.3 Overview of Reforms
One of the major reforms aiming to improve the financial situation for hospitals was 
the introduction of the Australian-based DRG (diagnosis-related groups) system. 
The Government obliged all hospitals to introduce the case-based payment starting 
from 2003 onwards. Now, all hospitals receive the same payment with the purpose 
to enhance transparency regarding the type, amount, complexity, and economic 
results of treatments (Terrahe, 2006). The effects of the introduction of the DRGs on 
university hospitals seem to be particularly intense. It is apparent that the DRG 
system is not sufficiently differentiated, as it does not adequately reflect the highly 
specialised and innovative medicine of these hospitals (Kriegel, 2005).
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The introduction of the DRG system significantly fostered the economisation of the 
hospital sector. Additional free market based elements and measures for 
deregulation have been introduced such as the abolishment of the “survival 
warranty” for hospitals. Moreover, hospitals were given the opportunity for greater 
access to ambulatory care and integrated care so that new areas of services and, 
therefore, new markets were opened. In addition, since 2000, hospitals have to have 
an internal quality management due to legal resolution. Since 2005, the publication 
of quality reports is obligatory (Busse and Riesberg, 2004).
All these measures imply a stronger orientation on economic principles reflected by 
an increase in competition and concentration in the hospital market (Walther, 2005). 
The literature review revealed that there are contradicting opinions on the existence 
of competition. Mullins (1999) argues that in public sector organisations, there is, in 
general, an absence of competitive pressures because normally public service 
providers have only a few competitors for their services and respectively enjoy a 
leading market position. The argument does not seem to apply to each case. In the 
case of hospitals, for example, there might be an increased competition, enforced by 
rights of patient choice and the existence of numerous hospitals in large urban areas. 
Evidence for increased competition is further provided when looking at the statistical 
development of the number of hospitals in Germany.
The tendency towards a reduction of the absolute number of hospitals and the 
privatisation of the hospital sector has been intensified. Between 1991 and 2004, the 
number of public hospitals was reduced by 30%. The number of not-for-profit 
hospitals also declined and only the number of private hospitals rose by more than 
50% in the same period. Overall, the number of hospitals in Germany fell by 10% to 
a total amount of 2,166 hospitals in 2004 (German Federal Bureau of Statistics,
2005). It can be assumed that the number of public hospitals will be further reduced 
since they have to cope with higher costs, lower investment capital, and a non- 
advantageous organisational structure (Luengen and Lapsley, 2003).
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2.3.4 Implications for Hospitals
The intensification of market-oriented conditions forces hospital operators to rethink 
and restructure their organisations (Hentze, 2002). Factors such as increased 
competition on quality and service issues still accompanied by scarce financial 
resources, require the continuous repositioning of hospitals (Wettke, 2005). The 
development further implies a stronger performance orientation combined with the 
identification of core businesses and hidden potential, the initiation of co-operation 
with other hospitals and the exploration of new business opportunities. Freshman 
and Rubino (2004) found that increased competition leads to an increased awareness 
of the usefulness of strategic partnerships. Due to increased competition, tendencies 
of cooperation and specialisation, mergers and acquisitions, outsourcing and process- 
orientation currently shape the German hospital landscape (Hentze, 2002). For the 
establishment of co-operation with other health service providers, the German 
Science Council (2006) note that hospitals have built co-operation with other 
healthcare institutions already over a long time.
Hospitals have to analyse the performance of their services in order to be able to 
focus on strengths and to minimise weaknesses (Quante, 2006). Douglas and Ryman 
(2003) state that understanding the competitive environment is essential for hospitals 
to position themselves in the market. According to Douglas and Ryman (2003), the 
positioning again requires an evaluation of the resources necessary to achieve 
competitive advantage.
Eichhom and Greiling (2002) emphasise the need for new management structures in 
order to improve the service capability and competitiveness of hospitals. For 
university hospitals, it is recommended that processes are optimised and the entire 
stmcture reorganised (German Science Council, 2006). Thus, several hospitals 
changed their organisational stmcture into a centre formation. The combination of 
different units into a centre enables the creation of larger centres of excellence 
(Kirstein and Schmitz, 2006). Kirstein and Schmitz (2006) further claim that by 
introducing a centre stmcture, the distance between managerial and medical leaders
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during the decision-making process could be reduced. Other researchers (e.g. Zhou 
and Fink, 2003; Steckel and Grebner, 2006) assert that an adequate organisational 
structure can be conducive to the creation and transfer of knowledge, the 
establishment of relationships and a better utilisation of infrastructure and human 
resources. Kirstein and Schmitz (2006) argue that a centre structure might enable a 
better coordination of overlapping processes and training efforts within each centre.
Further, healthcare researchers suggest that existing processes in hospitals be 
optimised. Walther (2005) explains that process optimisation would be an adequate 
means of reacting to the cost pressure caused by the introduction of the DRG system. 
Mentges (2006) argues that the optimisation of organisational processes would lead 
to higher productivity, reduce the length of stay, and avoid the duplication of work. 
Schmitz and Debatin (2006) claim that, in particular the concept of clinical pathways 
promises the more efficient deployment of resources and the enhancement of high 
quality treatments. It was found that in most hospitals the reorganisation of working 
processes was accompanied by an analysis of working times (Fiillgraf and Debatin,
2006).
2.4 The British Healthcare System
2.4.1 Introduction
The British healthcare system is mainly formed of the “National Health Service” 
(NHS). Although an independent sector has always existed; traditionally, it has not 
been of great significance (Talbot-Smith and Pollock, 2006). Thus, the main focus is 
on the structure and characteristics of the NHS, although there is mention of the 
linkages between the public and independent or private sector. Further, the 
descriptions of the structure and reforms of the NHS only concern the English NHS, 
and no consideration is given to the NHS systems of Scotland, Wales, and Northern 
Ireland.
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The NHS was founded in 1948 as a centrally planned and publicly owned healthcare 
system, which was to be predominantly funded by general taxation (Talbot-Smith 
and Pollock, 2006). To date, the NHS is still characterised by a dominance of the 
Government, which is, in particular responsible for funding and providing health 
services (Benson, 2006). Indeed, the features of the British healthcare system in 
terms of the extent to which the Government compensates costs and the extent to 
which health service is state-owned are rather unique compared to other European 
countries. The Government not only funds most healthcare services but also directs 
all of the commissioners of public care (Dixon, 2006). The NHS is currently the 
largest employer in Europe with 1.0 million people employed in around 600 
organisations. The system has a relatively complex structure, with a variety of 
organisational structures and a large number of different professional staff (Hyde et 
al., 2006). For 2004, the overall expenditure on healthcare was 8.3% of the GDP, 
which is relatively low in comparison to other European countries (e.g. Germany 
spent 10.7% in 2005) (OECD, 2007a). Table 2.2 provides an insight into the 
development of the healthcare expenses in total and in relation to the GDP.
Table 2.2 Trends in British healthcare expenditure 1990- 2004
1990 :;.:;;i:^ i995;- 2000
Total expenditure on 
healthcare in current 
prices (million £)
32,998 48,469 69,242 80,620 (2002)
As share of GDP (%) 6.0 6.9 7.3 8.3
Public expenditure on 
healthcare (as share of 
total expenditure in %)
84.1 84.4 83.3 (1999) 85.5
(Source: Dixon and Robinson, 2002; European observatory on health care systems: 
UK, 1999; OECD, 2007b; ONS, UK 2004, 2007)
29
Chapter 2 Literature Review
2.4.2 The Organisational Structure of the NHS
In general, there are two main sectors of healthcare provision, namely primary care 
and secondary care (Talbot-Smith and Pollock, 2006). Primary care comprises 
general practitioners, dentists, and pharmacists. The services are provided by NHS 
walk-in-centres, NHS Direct and primary care trusts. In the NHS, general 
practitioners serve as gatekeepers to other professional health services as well as 
providing “first-up” care to local communities. NHS walk-in-centres provide 
treatments for minor illnesses, general health advice, and information on local health 
services. NHS Direct is a telephone line, staffed by nurses, who provide healthcare 
advice. Primary care trusts integrate both health and social care services. They work 
with other health and social care organisations, and local authorities to ensure that 
the community’s needs are met (NHS website, 2007).
Being a large and complex organisation, the NHS established numerous 
organisations, with some of them performing primarily strategic roles. The overall 
responsibility is with the British Parliament, through the Secretary of State for Health, 
whose Department of Health accomplishes the main strategic role within the system 
(Talbot-Smith and Pollock, 2006). The Department of Health takes responsibility for 
developing policy and standards for the provision of health services. In particular, it 
focuses on the setting of directions and standards for all health and social services. 
Further, it ensures that the NHS has the resources it needs (Hyde et al., 2006). The 
Department of Health does not run the NHS but monitors the overall progress and 
provides advice and guidance for other NHS organisations. In recent times, the 
Department of Health has increasingly devolved responsibilities for managing, 
inspecting, and regulating services to Strategic Health Authorities.
Strategic Health Authorities were first established in 2002. They are regional bodies 
which ensure that the strategic policies of the Department of Health are followed by 
different NHS organisations. In fact, they are the bond between the strategic 
directives of the Department of Health and the implementation in “frontline” 
organisations such as primary care trusts and NHS hospital trusts. Their main
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responsibilities refer to the creation of a coherent strategic framework for the local 
development of services. Strategic Health Authorities have further control over the 
development of strategies for capital investment, information management, the 
development and education of workforce, and the performance management of the 
trusts in their area. In addition, they monitor primary care trusts. A Strategic Health 
Authority has about 25 organisations to oversee (Jacobs, 2004; Talbot-Smith and 
Pollock, 2006).
In addition to the Strategic Health Authorities, the Department of Health established 
executive agencies, such as the National Programme for Information Technology, 
which perform particular “executive” operations for the Department of Health. 
These are independent bodies, which are, however, funded by and accountable to the 
Department of Health (Talbot-Smith and Pollock, 2006). Besides, the Department of 
Health relies on the help of Special Health Authorities, which are responsible for 
providing specific national services to the NHS. Examples include the NHS Institute 
for Innovation and Improvement, and the National Institute for Health and Clinical 
Excellence.
Several executive, non-departmental, and independent public bodies are in place to 
support the NHS with special functions. The most important encompass the 
organisation “Monitor” (the independent regulator of NHS foundation trusts) and the 
Commission for Health Care Audit and Inspection (Talbot-Smith and Pollock, 2006). 
Further, numerous other bodies support the Department of Health in order to help to 
realise the main targets of the NHS such as the reduction of waiting times and the 
improvement of the performance of health services.
For the assessment of the quality of health services, the Government opted for a wide 
scope of measurement techniques. Depending on the purpose, initiatives in place 
encompass quality management systems, monitoring systems for professional 
standards, accreditation, benchmarks, and performance management systems. For 
the assurance and measurement of the performance of the numerous NHS
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organisations, the Department of Health introduced several regulatory bodies. The 
main institution for monitoring is the National Institute for Clinical Excellence 
(NICE) which sets national standards for care. These standards are monitored by the 
Health Care Commission and a number of performance indicators developed under 
the Performance Assessment Framework (FAF). The intention was to develop a 
strong system of performance improvement with particular emphasis on increased 
accountability (Freeman, 2006). Figure 2.2 illustrates the relationships of the key 
actors in the NHS healthcare system.
Figure 2.2 The organisational relationships of the key actors in the English 
NHS system 2004
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(Source: NHS website, 2004)
2.4.3 Issues Facing the NHS
The reduction of waiting times has been the target with the highest priority. In order 
to tackle the problem, several measures, such as strong performance management 
measures and sanctions for failure, have been introduced. An additional measure 
concerned the involvement of the independent sector in order to obtain a greater 
plurality of service providers. Partnerships with the private sector are a central part 
of the Government’s plan to modernise the NHS (Talbot-Smith and Pollock, 2006).
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Joint ventures with the private and voluntary health sector have been encouraged to 
achieve the target of reduced waiting times (Dixon, 2006; Robinson, 2006).
Another objective is to cut bureaucracy. Currently, this is characterised by high 
formalisation, centralised authority, rigid departmentalism and a decision making 
process based on a chain of command. Related measures involve the redesign of 
planning systems, greater operational flexibility, and the greater involvement of staff 
in the process of policy development (Brazier, 2005). The NHS attempts to devolve 
power and decision-making away from the national Government to the local level (as 
initiated by the “Shifting the balance of power” programme, DH, 2001). Further 
major problems refer to the outdated hospital facilities and serious shortcomings in 
the performance of health services mainly caused by a lack of financial investments 
(Jacobs, 2004). By the integration of market-mechanisms, the NHS accomplished 
significant steps in addressing these problems. Over a period of twenty years, the 
NHS has gradually increased market-based structures, starting with the outsourcing 
of non-clinical services in the 1980s towards a recent opening of the public health 
services to private service providers. Just recently, greater freedom was given to 
patients for choosing services, and private service providers were consciously 
integrated (Talbot-Smith and Pollock, 2006). Further, the NHS focused on the 
introduction of performance-incentives, a change in management culture, and the 
alteration of organisational structures in order to enhance the overall performance of 
the health system (Jacobs, 2004). It was assumed that giving choice to patients and 
the resulting competition would help abolish poor professionalism and service 
delivery and, hence, increase the performance of services (Goodwin, 2006).
The NHS has realised the importance of its staff and priorities were given to the 
effective and efficient allocation of human resources. Therefore, it is on the agenda 
of the current health system to use available human resources in new and different 
ways in order to meet changing needs, to increase the efficiency of existing resources 
and to acquire new resources (Tofts, 2006). Initiatives that give evidence to the 
increased awareness of the meaning of human resources include the “NHS
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Knowledge and Skills Framework” (DH, 2003) and “A health service of all the 
talents: Developing the NHS workforce” (DH, 2000).
2.5 The NHS Hospital Sector
2.5.1 General Description
Organisations running hospitals in the NHS are known as NHS Trusts. These Trusts 
were established as autonomous bodies in 1991 under the NHS and Community Care 
Act. By 1996, all general and specialist hospitals had gained Trust status. In 2005, 
there were 153 “acute” NHS Trusts providing hospital services and twenty hospitals 
providing specialist or tertiary services (Talbot-Smith and Pollock, 2006). These 
Trusts have the aim of delivering high quality healthcare and ensuring the efficient 
spending of public funds. They also develop a strategy for how hospitals can 
improve their services (NHS, 2007). While some trusts are registered as regional or 
national centres for specialised care; others are attached to universities and help to 
train health professionals. NHS Trusts can also provide services in the community, 
for example, through health centres and clinics.
In 2004, the NHS enabled high-performing NHS Trusts to achieve the status of a 
Foundation Trust. With this status, hospitals receive a number of freedoms, 
compared to NHS Trusts. They are freed by the direction of the Secretary of State 
for Health and the performance management of the local Strategic Health Authorities. 
Alternatively, their performance is overseen by the independent regulatory body 
Monitor. Further, Foundation Trusts can set priorities for service provision and 
development according to their own preferences. They are independent public, non- 
for-profit organisations (Talbot-Smith and Pollock, 2006).
2.5.2 Overview of Challenges and Implications for the Hospital Sector
Hospitals in the NHS account for more than 50% of the entire budget. Facing 
increasing costs, the NHS has been trying to develop alternatives for hospital-based
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care. Current programmes encourage the development of primary care professionals 
in order to provide specialised services, which would help to reduce the number of 
patients in secondary care. Moreover, the NHS created so-called treatment centres, 
which can be seen as an equivalent to the European polyclinic. The introduction of 
private service providers also targets the reduction of secondary care costs (Talbot- 
Smith and Pollock, 2006). In addition, the shift from stationary to ambulatory care 
was encouraged in order to reduce the lengths of patients’ stay in hospitals. Further, 
emergent and elective cases were separated to avoid a disturbance of elective 
treatments by acute cases. It was thought that efficiency in service delivery could be 
improved. The change of the funding system away from the lump sum remuneration 
to a payment system based on the actual level of delivered services should further 
diminish costs (Evans, 2006).
Considering the emphasis on the choice for patients and the increasing evaluation of 
quality information by both commissioners and patients, hospitals are more than ever 
forced to adequately respond to patient expectations. Further, the increased 
competition caused by private service providers results in a need to develop 
strategies, which help to provide high quality services. The creation of clinical 
networks and partnerships are, therefore, high on the agenda of NHS hospital Trusts 
(Evans, 2006).
2.6 The Norwegian Healthcare System
2.6.1 Introduction
The Norwegian healthcare system is often described as a decentralised NHS model 
with funding raised by taxation. In comparison to the UK NHS model, the 
Norwegian local and county governments play an important role in allocating 
resources (Rice and Smith, 2002). The Norwegian healthcare system also includes 
non-for-profit and private profit-making institutions. However, private profit- 
making institutions only play a secondary role and were mainly established to 
complement public services. Health expenditure in Norway is in comparison to the 
EU above average, with 3,572 US$ per capita in 2003. The total health expenditure
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has been increasing over the recent years, up to 10% of the GDP in 2005. The 
growth is based on reasons similar to other western countries such as the increasing 
number of elderly people, the higher expectations of patients and the implementation 
of new technologies (Johnsen, 2006). Financial sources for healthcare include 
mainly taxes, the national insurance system, and private expenditure, i.e. out-of- 
pocket payments and private insurance. Different kinds of taxes cover 
approximately 85% of total spending. Table 2.3 presents the development of the 
Norwegian healthcare expenditure.
Table 2.3 Trends in Norwegian healthcare expenditure 1990- 2005
1990 1995 2000 2005
Total expenditure on 
healthcare in current 
prices (billion NKr)
60.2 74.3 112.6 167.9
(2004)
As share of GDP (%) 7.7 7.9 7.7 10
Public expenditure on 
healthcare (as share of 
total expenditure in %)
8Z8 84.2 85.0 83.6
(Source: OECD Health Data 2005; Johnsen, 2006; Statistics Norway, 2006)
The economic importance of the healthcare sector can be estimated from the number 
of employees. In Norway, approximately 17% of the total workforce was employed 
in the healthcare sector in 2004 (Johnsen, 2006).
2.6.2 The Structure of the Norwegian Healthcare System
The Norwegian healthcare system is organised on three levels, i.e. national, regional, 
and local level. At national level, the overall responsibility rests with the Ministry of 
Health and Care Services. The Ministry is responsible for providing national health 
policy, to prepare and oversee legislation and to allocate funds. Supporting 
institutions encompass the Directorate for Health and Social Affairs, with the major
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task to contribute to the implementation of national health and social policies, and 
the Norwegian Institute of Public Health, which monitors the health of the population. 
The Norwegian Board of Health Supervision is responsible for the overall 
supervision of health and social services in Norway (Ministry of Health and Care 
Services, 2007).
At regional level, the country has been divided into five regional health authorities, 
which hold the responsibility for specialised and secondary care. These authorities 
plan the development and organisation of specialised healthcare according to the 
needs of the regional population. Services are provided by regional health 
enterprises that are institutionalised by health authorities. At present, there are 32 
health enterprises under five regional health authorities. The regional health 
authorities are funded by basic grants, earmarked means, and activity-based funding 
(based on the DRG system). The organisation of the regional health authorities and 
health enterprises is unique to Norway. According to this division, the regions have 
two roles: the authority role and the enterprise role. The health enterprises, for 
example, enjoy managerial autonomy, which however is constrained by a number of 
steering devices by the Ministry of Health and Care Services (Laegreid, Opedal and 
Stigen, 2005; Johnsen, 2006).
In 2001, the 431 Norwegian municipalities were given the responsibility for the 
provision and funding of primary care and social services at local level. In contrast 
to the regional health authorities, municipalities have the right to levy taxes to the 
population in order to finance their health services (Johnsen, 2006). In this context, a 
general practitioner scheme was established. This is based on a registration system 
by which patients can choose any general practitioner (GP). Related rights include 
the right to choose another physician as their GP and the right to seek advice from a 
second GP. Further, tertiary care is mostly provided by hospitals in urban areas. 
Johnsen (2006) explains that Norway is the only Nordic country where the central 
Government is directly involved in the decision process concerning tertiary care. 
Figure 2.3 illustrates the relationships of the key actors in the Norwegian healthcare 
system.
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Figure 2.3 The organisational relationships of the key actors in the Norwegian 
healthcare system 2006
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2.6.3 Issues Facing the Norwegian Healthcare System
The Norwegian healthcare sector is characterised by high standards resulting in a 
very high health status of the Norwegian population. Current problems are 
predominantly related to waiting times for elective treatments, the lack of equity in 
the supply of hospital services, and the lack of financial responsibility and 
transparency. Based on the decentralised nature of the healthcare system, over the 
last fifteen years, there has been a growing tension between the regional and central 
level on the performance of the healthcare sector. Further problems are caused by 
the ageing population and the related increasing costs, and the creation of adequate 
information technology in the health sector (Hagen and Kaarboe, 2004; Johnsen,
2006). In terms of the employment of human resources, the greatest challenge refers 
to the shortage of personnel. Although Norway has a high number of healthcare staff 
in comparison to other European countries, it is expected that the shortage of staff 
will primarily occur in the area of nursing care for elderly people. As a result, the 
Government has given greater autonomy to hospitals for the management of 
personnel (Johnsen, 2006).
Further, the Norwegian healthcare sector has undertaken several important reforms. 
In general, the reforms of the 1970s aimed at solving the equity question and the 
build-up of health services. In the 1980s, focus was placed on cost containment and 
decentralisation, whereas in the 1990s efficiency and leadership were in the centre of 
attention. In the 2000s, emphasis was placed on structural changes regarding the 
delivery and organisation of healthcare services (Johnsen, 2006). The growing 
tensions caused by the decentralised organisation of healthcare responsibilities were 
alleviated by the hospital reform in 2002, which changed the system from a 
decentralised to a semi-centralised system.
2.7 The Norwegian Hospital Sector
Before the hospital reform in 2002, for more than 30 years, hospitals were owned 
and managed by nineteen Norwegian county councils. Each of these councils 
received Government funds according to different criteria such as the number of
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hospitals in the region and the size of the population in the catchment area. Because 
of the division between the financing of the hospitals and their management, 
accountability links and responsibilities were insufficiently clear. Further, an 
increased use of resources combined with continuous financial constraints, led to the 
Norwegian hospital reform (Johnsen, 2006).
Major objectives of this reform were the attempt to clarify accountability issues with 
regard to financial management and the management of effectiveness and efficiency 
in terms of resource utilisation (Laegreid, Opedal and Stigen, 2005; Johnsen, 2006). 
Further, it was intended that the equity of access to health services for all citizens be 
ensured. The reform should further improve the overall performance of hospitals and 
open new opportunities for a more uniform quality of services (Laegreid, Opedal and 
Stigen, 2005).
In order to achieve these objectives, the reform encompassed various steps. First, the 
ownership of hospitals was transferred to the central Government. The hospitals 
were organised as enterprises, i.e. they became independent and self-governing legal 
entities, which were not an integral part of the Government, although ownership 
remained public. The firamework and objectives were determined by the 
Government, but the management of the hospitals was decentralised, i.e. the day-to- 
day business of running a hospital clearly became their responsibility. By 
decentralising the management, it was hoped to achieve a lower degree of 
bureaucracy, produce management that would be more efficient, and improve access 
to information for users (Johnsen, 2006). Further, the ownership of hospitals was 
shifted to health enterprises, which were part of regional health authorities. The 
reform gave these enterprises Jfteedom in terms of investments, flexible planning, the 
delivery of health services, and the organisation and employment of resources across 
their organisations (Johnsen, 2006). Managers of the enterprises were given greater 
responsibility and freedom within the boundaries given by the Government. Thus, 
the enterprises received their own responsibilities as employers and, hence, for the 
deployment of their human resources (Laegreid, Opedal and Stigen, 2005).
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In brief, the reform combined elements of centralisation and decentralisation. Out of 
the mix of decentralised and centralised elements, the main challenge was how to 
balance the autonomy of the health enterprises with the political control by the 
central Government. Indeed, this mix has given rise to criticism related to the 
inconsistencies between centralising and decentralising economic ideas, which rather 
lead to tensions and ambiguities (Laegreid, Opedal and Stigen, 2005). Further 
criticism refers to the insufficient promotion of market-mechanisms and the non­
clarity in the State’s role as purchaser and provider of health services (OECD, 2003). 
Despite this disapproval, the reform has already succeeded in reducing waiting times 
and shorter waiting lists for a number of diagnoses. The entire system was 
streamlined. The number of health enterprises was reduced from 43 in 2002 to 31 at 
the end of 2003. The number of beds decreased from 16,000 in 1990 to 13,000 in 
2004 (Johnsen, 2006).
Further, an increased attention to management issues among healthcare professionals 
could be realised (Johnsen, 2006). Quality and performance issues came into the 
focus of professionals and several performance management instruments were 
introduced, which supplemented the existing trust-based model. In Norway, there 
has always been a high level of trust, dialogue, and co-operation not only between 
regional health enterprises and their subordinate hospitals but also between the 
executive leaders, the Ministry, and regional health enterprises. The informal trust- 
based system has now been completed by performance management techniques such 
as formal steering arrangements with formal documents and steering dialogues. 
Thus, the trust-related network and contact pattern that can be traced back to the 
traditional Norwegian culture is combined with formal ways of communication and 
documentation (Christensen and Peters, 1999).
2.8 Summary
The chapter has provided an overview of the dynamics and complexity of different 
healthcare sectors, in particular hospital sectors. It was shown that similar societal 
changes, which resulted in all three systems in increased financial expenditure, led to
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similar reactions of the responsible governmental bodies in the German, English, and 
Norwegian healthcare systems. Most systems do not see themselves in a position to 
provide the necessary financial resources. Despite the very regulative nature of this 
sector, the approaches taken by the different governmental bodies mainly focused on 
the introduction of different free-market measures.
In the German healthcare sector, these measures encompassed the introduction of 
competitive elements, which produced the increased privatisation of hospitals and 
tendencies of outsourcing, mergers, and acquisitions. Above all, the initiation of the 
DRG system was perceived as the most effective means in order to initiate a stronger 
orientation towards market principles. This change mainly affected the German 
hospital sector in that hospitals receive now a fixed amount of money for pre-fixed 
cases. The resulting reduction of financial resources has led to significant changes in 
the organisational structure of many hospitals, but also in decreased lengths of stay, 
which was seen as a major problem in German hospitals.
Measures that were introduced in English NHS hospitals primarily aimed to reduce 
the waiting times of patients for treatments and to improve the general performance 
of health services. Next to the introduction of numerous performance measurement 
instruments and bodies, market-based mechanisms such as outsourcing, patient 
choice and performance incentives were introduced. The NHS further faces a 
shortage of financial and human resources, which makes it essential to use available 
resources more efficiently. Hence, partnerships, networks, and business-based 
management tools have been implemented. In the hospital sector, changes were 
undertaken concerning the reorganisation of processes and operations.
The Norwegian healthcare system dealt with its major problems of waiting times and 
the lack of financial transparency by implementing several reforms. One of the 
milestones in the reforms was the hospital reform 2002, which resulted in the 
reorganisation of responsibilities and the combination of centralised and
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decentralised elements. This shows that the Government is tom between the 
introduction of market mechanisms and the maintenance of governmental control.
The description of the various healthcare settings has enhanced the understanding of 
current challenges and regulating constraints with which hospitals are confronted. It 
has been shown that all three healthcare systems introduced private sector 
mechanisms in order to improve the performance of health services.
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The Concept of Intangible Resources
3.1 Introduction
The chapter draws on the insights presented in the introductory chapter. There is an 
increased awareness of the concept of intangible resources in various business 
disciplines. Both researchers and practitioners from various fields find it 
increasingly important to deal with aspects related to understanding intangible 
resources. As a result, this area is developing into a diverse and multidisciplinary 
field, which encompasses a variety of concepts, meanings and methods (Molbjerg 
Jorgensen, 2006). Consequently, the field of intangible resources seems to diverge 
rather than to become congruent (Marr and Mustaghfir, 2005). The chapter aims to 
clarify the understanding of the notion of intangible resources. Further, it provides 
the necessary background for understanding the research.
The chapter starts with an overview of the historical development of the concept 
around intangible resources. This is followed by a clarification of the variety of 
terms, definitions, and classification approaches that have been developed. The 
chapter then introduces the various business disciplines that have shown interest in 
developing intangible resources and devoted themselves into the topic. Emphasis is 
placed on the disciplines that are of particular relevance for the research, i.e. the 
knowledge-based perspective, the human resource perspective, and the strategic 
perspective. Next, the researcher focuses on the management of intangible resources. 
By adopting a strategic perspective, the chapter gives detailed explanations of the 
various steps required by an effective strategic management of intangible resources. 
Other perspectives are also explored, namely those of knowledge management and 
human resource management. The chapter then introduces methods of and 
approaches to measuring and reporting intangible resources, as they form
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complementary parts in the management of intangible resources. The chapter 
concludes with a summary of the insights gained during this part of the literature 
review and with a theoretical model developed from these insights.
3.2 Historical Overview of the Concept of Intangible Resources
The awareness of intangible resources emerged for the first time a century ago as 
Marshall foresaw the importance of knowledge as a resource in his “Principles of 
Economics” (Marr, Schiuma and Neely, 2004b). In 1945, Hayek conducted a 
research study in which he emphasised the use of knowledge in society (Garengo, 
Biazzo and Bititci, 2005). Several years later, Penrose (1959) emphasised the 
meaning of different resources, mainly knowledge and experience for the production 
of services. She split resources into physical assets and human capital. In the 
following decades, researchers attempted to measure the value of people and to 
account for investments in human resources. As a result, models such as human 
resource accounting were developed (Brummet, Flamholtz and Pyle, 1968). Some 
years later, Itami (1987) was the first to introduce the concept of invisible assets, 
which he defined as information-based assets. These assets encompassed technology, 
consumer trust, brand image, corporate culture, and management skills (Marr, 
Schiuma and Neely, 2004b). These early pioneers provided the foundation for this 
very recent discipline, which has seen considerable advancement since the beginning 
of the last decade (Viedma Marti, 2003).
In fact, the great interest in the topic was strongly accelerated by the emergence of 
information technology, the rising importance of knowledge and the development of 
related management concepts. Further, many organisations noticed the existence of a 
significant gap between the companies’ book value and market value, which meant 
that other factors than those shown in annual reports contributed to the organisation’s 
value (Viedma Marti, 2003). Consequently, in order to be able to manage them 
adequately, various practitioners (e.g. Sveiby, 1997) have attempted to understand 
what elements create the value of the organisation (Petty and Guthrie, 2000). Hence, 
the concept of intellectual capital is clearly rooted in practice (Gupta et al., 2003).
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In the 1990s, interest in the topic rose significantly. Stewart introduced the term 
“intellectual capital” and Edvinsson was appointed as the “director of intellectual 
capital” in the Swedish insurance company Skandia APS. Since 1994, this company 
has regularly created intellectual capital annual reports based on the Skandia 
Navigator- a measurement tool developed by Edvinsson (Petty and Guthrie, 2000). 
Other Scandinavian companies (e.g. Celemi) soon followed this example and until 
today, the Scandinavian countries are recognised as being most advanced in the 
intellectual capital movement (Roslender and Fincham, 2004).
These very first stages were mainly characterised by an increased level of awareness 
of the existence and value of intangible resources (Marr, Gray and Neely, 2003). 
The efforts of practitioners and researchers concentrated on the understanding and 
definition of intellectual capital, which were the basis for a broad awareness of the 
relevance of this field (Petty and Guthrie, 2000). In this first stage, many 
organisations, such as Skandia AFS, Celemi and Dow Chemical, just described what 
was happening in their organisations. They realised the importance of these 
resources and aimed to understand the concept behind them.
Steadily, an increasing number of managers became aware of the relevance of 
intangible resources for their organisations. Empirical studies confirmed this 
development and demonstrated that intangibles were a fundamental source of 
competitive advantage for many organisations (Garcia-Ayuso, 2003b). Research had 
shown that productivity gains were mainly a result of the utilisation of knowledge as 
one of the key intangible resources. Further, several case studies provided 
interesting insights into the importance of reporting relevant and reliable information 
about intangibles (Mouritsen, Bukh and Marr, 2004).
During this process, it was identified that a lack of information on intangible 
resources might increase uncertainty and lead to the under-estimation of the 
organisational value which could result in significant damage to the organisation 
(Garcia-Meca, 2005). Therefore, some organisations entered a second stage and
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began to search for ideas on how to measure, manage, and report intangible resources 
that have already been identified in the specific context of the organisation (Garcia- 
Ayuso, 2003b). Researchers and practitioners have developed a broad range of 
measurement and reporting models such as the Intangible Asset Monitor (Sveiby,
1997), and the Meritum guidelines (Canibano Calvo et al., 2002). In addition, 
various national research projects were initiated by countries including the 
Netherlands, Denmark and Norway. Some of these initiatives are explained in 
sections 3.6 and 3.7 of this chapter.
Current research focuses on the influence of intangibles on performance and 
innovation (Canibano and Sanchez, 2003). The concept has gained significant 
attention in the business world and among academics (Johanson, Martensson and 
Skoog, 2001b). Table 3.1 summarises the milestones in the intellectual capital 
movement.
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Table 3.1 Overview of the intellectual capital movement
Period Progress
Early 1980s General notion of intangible value (often generally labelled 
“goodwill”)
Mid-End 1980s
The “information age” takes hold and the gap between book 
value and market value widens noticeably for many companies
Development of the resource-based-view (Wemerfelt, 1984; 
Rumelt, 1984) which challenges the market-based paradigm
Development of the idea of human resource accounting as a way 
to quantify human resources (Flamholtz, 1985)
Awareness that “invisible assets” (Itami, 1987) are important 
resources for the success of an organisation
Early 1990s
Systematic initiatives to measure and report on company stocks 
of intellectual capital to external parties (e.g. Skandia, Celemi)
In 1990, Skandia AFS appoints Leif Edvinsson “Director of 
intellectual capital” (this is the first time that the role of 
managing intellectual capital is elevated to a position of formal 
status)
First attempts to identify the critical intangible value drivers in 
organisations (Hall, 1992)
Mid 1990s
Development of the balanced scorecard as a tool to link financial 
performance with non-financial performance dimensions 
(Kaplan and Norton, 1992)
In 1994, Skandia publishes a supplement to its annual report 
which focuses on presenting an evaluation of the company’s 
stock of intellectual capital
Pioneers of the intellectual capital movement publish bestselling 
books on the topic (e.g. Edvinsson and Malone, 1997; Sveiby, 
1997) and develop tools for measuring intangible resources 
(Brooking, 1996; Sveiby, 1997; Edvinsson and Malone, 1997)
Late 1990s
An increasing number of large-scale projects (e.g. the Meritum 
project; initiatives by the Danish Ministry for Science and 
Technology) commence
In 1999, the OECD convenes an international symposium in 
Amsterdam on intellectual capital
Early-Mid 2000
Focus on the importance of managing intangible resources 
(Edvinsson, 2002)
Development of tools to facilitate the management of intangible 
resources such as strategy maps (Kaplan and Norton, 2004)
(Source: adapted from Petty and Guthrie, 2000; Marr, 2005b)
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3.3 Approaches to Terming, Defining and Classifying Intangible Resources
3.3.1 Overview of Existing Terms
The contemporary literature shows that a variety of terminologies is being used to 
describe the concept under investigation. Terms that are used most frequently 
include (but are not limited to) intangibles, intellectual capital, intangible assets, 
intangible resources, or intangible capital. While some researchers clearly
distinguish between these terms (Boekestein, 2006), most researchers use them 
synonymously, because they mainly refer to the same context and content
(Kaufmann and Schneider, 2004). In order to find an appropriate term for the
research, the various terms suggested above are analysed in detail.
The term “intellectual capital” strongly seems to refer to the accounting perspective 
as it adopts the construct of "capital" which can be referred to as a monetary resource 
(Bygdas, Royrvik and Gjerde, 2004). It does not seem appropriate for all kinds of 
intangibles. The term “intellectual" leads to a psychology-based approach,
suggesting that the construct "intellect" can be linked to elements such as rationalism, 
intelligence, reason, analytical and tactical thinking. Strictly speaking, elements such 
as the charisma of leaders, corporate culture, and talent are not considered and, hence, 
an incomplete picture of the organisation is likely to be given (Viedma Marti, 2003). 
As those non-intellectual elements constitute an important part of the organisation, 
the term intellectual capital is seen as misleading and will not be used.
The term “intangible assets” seems to be strongly related to the balance sheet and, 
therefore, the accounting perspective (Hussi, 2004). It gives the impression of 
adopting the limited definition of "assets" as applied in various financial standards 
(Starovic and Marr, 2001).
Since the research aims to analyse the intangible resource portfolio of different 
hospitals, this topic clearly addresses issues of resource management. Further, the 
resource-based view is adopted and, therefore, the term ’resource’ seems to reflect 
best the theoretical perspective taken. However, since the literature tends to use the
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term “capital” for single components such as human capital, structural capital and 
social capital, the researcher uses these terms in order to be in accordance with the 
literature.
Although some authors (e.g. Viedma Marti, 2004; Carmeli, 2004) explicitly 
distinguish between concepts of intangible resources such as capabilities, abilities, 
competencies, and skills, in the research, the term ’resources' will encompass all 
these factors without addressing them separately. All these constructs will be put 
under the umbrella of resources.
In concluding, for the research, the term ‘intangible resources’ is considered as most 
appropriate and will, consequently, be used. Therefore, it follows the approach of 
Roos, Pike and Femstroem (2005) and Carmeli and Tishler (2004). Since various 
researchers frequently apply different terminologies, it might happen that different 
terms are used when referring to the literature.
3.3.2 Overview of Existing Definitions
There is not only a great variety of terms existing but also a multitude of definitions 
for the construct of intangible resources (Kaufmann and Schneider, 2004). The 
existing terms and definitions differ significantly from each other and no consensus 
has been found so far. Marr and Mustafghir (2005, p. 1115) claim that ''different 
people talk about intellectual capital from different perspectives or disciplines, using 
the same language to describe different thingsC Further explanations of the different 
perspectives are given in the section 3.4 of this chapter. The various angles that can 
be adopted when dealing with intangible resources seem to affect the way definitions 
of intangibles are formulated (Johanson, Martensson and Skoog, 2001a).
By adopting a specific perspective, authors generally limit the range of intangible 
resources under consideration. Researchers following a knowledge management 
perspective often view knowledge as the basis for the creation of organisational
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value. For example, Bontis (1999, p. 282) defines intellectual capital as "the stock o f  
knowledge in the firmC  Numerous definitions simply mention elements that should 
be taken into account (e.g. Edvinsson and Malone, 1997). Brooking (1997), for 
instance, defines intellectual capital as market assets, human centred assets, 
intellectual property assets, and infrastructure assets.
Some authors clearly distinguish between the concepts of intangible resources and 
intellectual capital and view the latter as the sum of intangible resources. Bontis et al. 
(1999, p. 397) see intellectual capital as a "simple collection o f  intangible resources 
and their flows C They clearly state that intangibles are part of the intellectual capital 
of an organisation. This view is also taken by Knight (1999, p. 23), who states that 
"intellectual capital is the sum o f the organisation's intangible assetsC Thus, it is 
assumed that intellectual capital results from using intangible resources.
Some of the definitions proposed in the literature can be categorised according to 
their level of analysis. While some authors regard intellectual capital purely at an 
individual level, others view this phenomenon on a collective level (Swart, 2005). 
Considering the definitions that focus on the knowledge and skills of individuals, 
Starovic and Marr (2001, p. 6) state that intellectual capital can be "the end result o f  
a knowledge transformation process or the knowledge that is transformed into 
intellectual propertyC Ulrich (1998) argues that intellectual capital lies within 
skilled employees who are committed to organisational goals. According to his 
interpretation, intellectual capital equals competence multiplied with commitment. 
Therefore, intellectual capital is considered at employee level.
In contrast, some definitions view intellectual capital on a collective level. 
Mouritsen et al. (2002, p. 12) define intellectual capital as "organisation-wide 
knowledge resources that, in combination, are constitutive o f  capabilities making it 
possible for the organisation to take actionC A similar approach is taken by Rastogi 
(2003, p. 230), who claims that intellectual capital is the "holistic or meta-level
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capability o f  an enterprise to co-ordinate, orchestrate and deploy its knowledge 
resources to create value in pursuit o f its future visionC
Some definitions include the characteristics of intangible resources. The working 
group on ’Intangible Assets in Accounting' of the Schmalenbach Society for 
Business (2001, p. 990), based in Germany, defines the subject as “non-monetary 
values without physical substance. ” Roos, Pike and Femstroem (2005, p. 19) 
include more characteristics in their definition and define intellectual capital as "all 
non-monetary and non-physical resources that are fully or partly controlled by the 
organisation and that contribute to the organisation’s value creation.''
For the research, those definitions seem to be appropriate that include an 
organisational focus on all resources of value to the organisation, which are neither 
monetary nor physical and not fully captured in traditional accounting reports. 
Consequently, the definition proposed by Roos, Pike and Femstroem (2005) seems to 
form an appropriate basis for the research. It provides a broad and unrestricted view 
on all intangible resources that might be of value.
Table 3.2 presents an overview of some of the existing terms and definitions 
proposed for the concept of intangible resources.
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Table 3.2 Overview of terms and definitions describing the concept of 
intangible resources
Author Year Term/Concept Definition
Edvinsson and 
Malone
1997 Intangible assets
“intangible assets are those 
that have no physical 
existence but are still of 
value to the company”
Stewart 1998 Intellectual capital
“IC is intellectual material- 
knowledge, information, 
intellectual property, 
experience- that can be put 
to use to create wealth”
Harrison,
Sullivan
2000 Intellectual capital “knowledge that can be 
converted into profit”
Brennan,
Connell
2000 Intellectual capital “the knowledge-based 
equity of a company”
Rastogi 2003 Intellectual capital
“IC may properly be 
viewed as the holistic or 
meta-level capability of an 
enterprise to coordinate, 
orchestrate and deploy its 
knowledge resources 
towards creating value in 
pursuit of its future vision”
Roos, Pike, 
Femstroem
2005
Intellectual capital, 
intangible 
resources
“IC can be defined as all 
non-monetary and non­
physical resources that are 
fully or partly controlled 
by the organisation and 
that contribute to the 
organisation’s value 
creation”
(Source: adapted from Kaufmann and Schneider, 2004, who provide a more 
comprehensive overview, and Roos, Pike and Femstroem, 2005)
3.3.3 Overview of Existing Taxonomies
Various classification schemes were proposed over the last few years, which show 
significant differences in scope and content. One of the classifications that seems to
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have strongly influenced other categorisation systems was proposed by Edvinsson, 
who developed an approach for the Swedish Insurance Company Skandia AFS in 
1992. Edvinsson claims that the market value of an organisation is driven by 
financial capital and intellectual capital. The latter is divided into human capital and 
structural capital, which is further decomposed into customer capital and 
organisational capital. Organisational capital refers to investments of the 
organisation in systems and tools, which accelerate the flow of knowledge through 
the organisation. It is based on innovation capital and process capital. While 
innovation capital relates to the ability to create innovations, process capital 
encompasses the processes, techniques, and employee-related programmes which 
improve the efficiency of production (Edvinsson and Briining, 2000).
A different approach was developed by Sveiby (1997), another pioneer in this field. 
He classifies intangible assets into internal structure, external structure, and the 
competence of employees. Sveiby replaces the human capital of Edvinsson's 
approach by the competence of personnel and limits, therefore, the broad perspective 
on employees. The category of internal structure encompasses the infrastructure of 
the company, business processes, organisational culture, and patents. The external 
structure does not only consist of relationships with customers and suppliers but also 
of trademarks and the image of the organisation. This categorisation better visualises 
the distinction between intra-and extra-organisational entities in comparison to 
Edvinsson's division into structural and customer capital (Hussi, 2004).
Although multiple categorisation systems have been suggested over the past years 
(presented in Table 3.3), it seems that all taxonomies have at least three things in 
common, i.e. consideration of the knowledge and skills of employees, organisational 
infrastructure, and business relationships (van der Meer-Kooistra and Zijlstra, 2001). 
Consequently, intellectual capital has been conceptualised by most researchers (e.g. 
Stewart, 1997; Zhou and Fink, 2003; Ordofiez de Pablos, 2002) as a combination of 
customer capital/relational capital, organisational/structural capital and human 
capital.
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However, some authors (e.g. Rastogi, 2003; Alwis, 2004) reject a classification of 
these resources and indicate that it is not appropriate to separate them because they 
would only generate value through their mutually supportive combinations. They 
argue that in particular, structural capital and relational capital cannot meaningfully 
exist without human capital, and also human capital only creates value through the 
effective use of structural capital and the existence of social capital within the 
organisation. Therefore, it is seen as important that the integrative nature of 
intangible resources is considered. Habersam and Piper (2003) and van der Meer- 
Kooistra and Zijlstra (2001) emphasise the importance of considering the 
relationships between these resources and recommend to view them as intertwined 
resources rather than to separate them into single categories. Kaufmann and 
Schneider (2004) claim that the categorisation systems remain at a very abstract 
level-without guidance to the management of intangible resources. Despite these 
criticisms, it is felt that sorting the vast amount of intangible resources into 
classifications helps organisations and researchers understand the subject in detail. 
In particular, classification systems provide insights into what the resources have in 
common and how they differ (Huang, Luther and Tayles, 2007).
For this research, the common categorisation of intangible resources into human 
capital, structural capital and relational capital is followed. Besides, social capital is 
added as a fourth component. The four groups are explained in the following 
sections.
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Table 3.3 Overview of categorisation approaches
Author Year Categorisation approaches
Hall 1992 Intangible assets and skills
Sveiby 1997 Internal structure, external structure, competence of personnel
Stewart 1997 Human capital, structural capital, customer capital
Andriessen 2001
Skills and tacit knowledge, collective 
values and norms, technology and 
explicit knowledge, primary 
management processes, endowments
Working group 
“intangible values 
in accounting” of 
the Schmalenbach 
Society
2001
Innovation capital, human capital, 
customer capital, supplier capital, 
investor capital, process capital, 
location capital
Ordonez de 
Pablos 2002
Customer capital, organisational 
capital, human capital
Zhou and Fink 2003 Customer capital, organisational capital, human capital
Marr, Schiuma 
and Neely 2004b
Relationship assets, human assets, 
culture assets, practices and routines 
as assets, intellectual property assets
Johannessen, 
Olsen and Olaisen 2005
Network capital, systemic capital, 
human capital, structural capital
Diefenbach 2006
Human capital, social capital, cultural 
capital, statutory capital, information 
and legal capital, embedded capital
3.3.3.1 Human Capital
Human capital is often seen as the primary component of intangible resources 
(Edvinsson and Malone, 1997; Stewart, 1997) and its strategic meaning as a source 
for value creation is unquestioned. The employee is seen as the source of innovation 
because his/her ideas and know-how form the basis for the ability to innovate and
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can, therefore, ensure competitive advantage (Stewart, 1997). It is highly important 
for a company to create a stock of employees with special abilities and knowledge to 
create innovations. The collection and use of information about employees can 
facilitate their management (Pulic, 1996). This information should not only be of 
quantitative nature but should also encompass qualitative elements such as the 
adaptability and creativity of employees.
Although it is argued that single components of human capital are the main source of 
organisational success, most researchers do not provide definitions for the single 
components. They rather mention their importance. Hall (1992) emphasises 
knowledge as important resource. Indeed, knowledge has been identified by most 
researchers as highly important (e.g. Galbreath, 2005; Cinca, Molinero and Queiroz, 
2003; MacDougall and Hurst, 2005). Johannessen, Olsen and Olaisen (2005) assert 
that knowledge is the most important resource and Grant (1996) argues that the 
success of any organisation solely depends on the knowledge or know-how of its 
employees. Likewise, skills and experience are seen as highly relevant for any 
organisation (Mayo, 2000; Bukh, Chemnitz and Thisgaard, 2003). In the current 
research, human capital refers to all resources, skills, and abilities that are intrinsic to 
human beings.
Marr (2004a), Marr, Schiuma and Neely (2004b), and Gupta and Roos (2001) 
mention the importance of attitude. Gupta and Roos (2001) identify components of 
attitude such as cultural adaptability, willingness to share, creativity, the desire to 
learn and develop, and the openness and willingness to try new things. Since the 
literature under consideration does not provide a definition of attitude, for this 
research, attitude refers to the thinking and behaviour of staff towards the job and 
organisation.
In addition, the notion of loyalty is mentioned in the literature (Marr, 2004a). 
Although the meaning of loyalty is mostly linked to customers (e.g. Petty and 
Guthrie, 2000; Vandemaele, Vergauwen and Smits, 2005) and, therefore, relational
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capital, Roos (1998) and Marr (2004a) mention it in relation to human capital. For 
the current research, loyalty refers to the allegiance of staff to their organisation.
Human capital differs from other components of intangibles through limited 
availability and an unsure duration of their disposal (Huber, 1998). Human capital is 
further bound to individuals, who can leave the organisation. It is, therefore, not 
property of the company (Luthy, 1998). Thus, it is the objective of the organisation 
to secure as much of the knowledge of employees as possible in structural capital. 
Many authors (e.g. MacDougall and Hurst, 2005; Stoi, 2003) emphasise the 
importance of this component of intangible resources.
3.3.3.2 Structural Capital
Structural (or organisational) capital generally describes the equipment and 
organisational structures that enable employees to fulfil their tasks (Biedermann, 
Graggober and Hall, 2002). It encompasses everything that surrounds employees in 
an organisation. Ordohez de Pablos (2002) describes structural capital as intangibles 
that remain within the organisation at the end of a working day. As a component of 
intangible resources, structural capital forms the basis for the development and 
utilisation of other intangibles (Stoi, 2003). MacDougall and Hurst (2005) claim that 
structural capital constitutes the organisation's most explicitly form of intangible 
resources. The overall objective is to capture the knowledge of employees. Thus, 
resources such as information systems, organisational concepts, and the 
documentation of processes, might help organisations deploy and control other 
resources (Stewart, 1997).
Cinca, Molinero and Queiroz (2003) and Litschka, Markom and Schunder (2006) 
emphasise the importance of organisational structure for deploying other resources 
and, consequently, for enhancing the firm’s success. In this context, the 
organisational infrastructure, including processes and systems, is important (Marr, 
Schiuma and Neely, 2004b; van der Meer-Kooistra and Zijlstra, 2001; Litschka,
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Markom and Schunder, 2006). Galbreath (2005) showed that corporate identity 
could be important for the effective utilisation of resources. Furthermore, evidence 
exists that organisational culture is a critical success factor (Cinca, Molinero and 
Queiroz, 2005; Cabrita and Vaz, 2005).
MacDougall and Hurst (2005) and Bukh, Chenmitz and Thisgaard (2003) mention 
the importance of information technology such as databases and software. In 
addition, Mayo (2000) and Guthrie, Petty and Yongvanich (2004) found that 
information-and communication systems are important for ensuring high 
performance.
Marr (2004a) found that practice and routines are important components of structural 
capital as they determine how processes are handled and how work flows through the 
organisation. Itami (1987) also stresses the importance of routines as a valuable 
invisible asset in order to manage and transmit information. Grant (1996) explains 
that routines refer to the activities that correspond to the norms (rules) or the 
standards that control the interactions between individuals. Johanson, Martensson 
and Skoog (2001b) identify different forms of routines in organisations. They found 
that an organisation applies measurement routines, attention routines, evaluation 
routines, motivation routines, and commitment routines.
Manuals and guidelines are considered as important elements of structural capital as 
they provide codified procedures and rules. Therefore, they support the 
standardisation of processes through the development of standards (Marr, 2004a; 
Marr, Schiuma and Neely, 2004b).
The elements that constitute structural capital are disputed in the literature. Apart 
from the mentioned intangible items, tangible assets, such as buildings, equipment 
and manuals, are sometimes included because they ensure the utilisation of 
intangible resources. In comparison to human capital, structural capital can be 
property of the organisation. Furthermore, it is not bound to individuals and remains
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in the organisation in case the employee should leave (Luthy, 1998). In this research, 
structural capital encompasses both tangible and intangible resources that are 
relevant for utilising other forms of resources.
3.3.3.3 Social Capital
Some authors consider the importance of the value of human connections and 
introduce social capital as an additional component within the sphere of intangible 
resources (Nahapiet and Ghoshal, 1998). In several fields of social sciences, the 
concept of social capital has acquired fundamental importance and been adopted by 
numerous social scientists. Hence, often, conflicting definitions exist (Robison, 
Schmid and Siles, 2002). Nahapiet and Ghoshal (1998, p. 243) define social capital 
as “the sum o f current and potential resources incorporated in, available in, and 
derived from the network o f relations possessed by an individual or social unity C 
According to Nahapiet and Ghoshal (1998), social capital can refer to both internal 
social ties within the organisation and its members and external relationships that 
exist across organisations. Inkpen and Tsang (2005) assert that social capital can 
either be created at organisational or individual level. They argue that the nature of 
organisational social capital determines the level of individual social capital.
Creating social capital increases the capacities for the creation, sharing, and 
management of knowledge. Further, social capital can help organisations solve 
conflicts, speed up the learning process and integrate tacit knowledge (Roberts and 
Chaminade, 2002; Bueno, Paz Salmador and Rodriguez, 2004). Externally, social 
capital can facilitate the creation of networks and social relationships with other 
organisations. Adler and Kwon (2002) argue that the differential success of 
organisations can be explained by the intensity of their social networks with other 
organisations. They further state that social capital facilitates access to broader 
sources of information.
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From an intangible resources perspective, social capital is seen as a component of 
intellectual capital, which facilitates the exchange of resources between units and 
provides the organisation with values such as confidence, loyalty and solidarity 
(Bueno, Paz Salmador and Rodriguez, 2004).
Bourdieu (1986) states that social capital resides in relationships and fosters the 
exchange and utilisation of all kinds of resources. Blumenbach-Ostermann (2004) 
agrees and further argues that comprehensive network structures and working co­
operation between the different parties in the organisation form the basis of synergy 
effects. The sharing of both tangible and intangible resources enables the effective 
running of processes and actions. Leana and van Buren (1999) explain that the stable 
relationships that exist within an organisation are the most obvious way of creating 
social capital. Tymon and Stumpf (2003) point out that the creation of social capital 
can be hindered by a lack of financial resources. According to them, cost cutting 
may restrain the development of social capital. Adler and Kwon (2002) add that the 
hierarchical structure is also an important dimension for shaping social relationships. 
Further to this, Inkpen and Tsang (2005) find that a corporate organisational structure 
supports the connectivity of its members.
In order to conceptualise social capital, Nahapiet and Ghoshal (1998) suggest a 
theoretical framework consisting of three dimensions, which challenge the creation 
of social capital in an organisation. They distinguish between structural, relational 
and cognitive dimensions, each of which emphasises certain intangible resources. 
The structural dimension of social capital refers to the overall pattern of connections 
between the members of an organisation (Vainio, 2005). The structure affects access 
to other individuals (Hazleton and Kerman, 2000). It mainly concerns who is 
approached and how somebody can be reached in order to seek resources that are not 
at someone’s disposal (Burt, 1992; Lesser and Prusak, 1999). The degree of social 
capital can be measured by the intensity of ties in the network between individuals 
(Freshman and Rubino, 2004). These networks comprise relationships with “strong 
ties”, i.e. multiple contacts on a regular basis, or “weak ties”, i.e. a low degree of 
relationship intensity (von Wartburg, Rost and Teichert, 2002; Lesser and Prusak
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(1999). Hansen (1999) explains that strong ties are important for sharing and 
transferring knowledge that is highly context dependent, confidential, or complex. 
He further found that, by contrast, weak ties might support the innovativeness of 
actors (Hansen, 1999). The formation of networks enables individuals to identify 
other members of the organisation with potential resources (Lesser and Prusak, 1999). 
Johannessen, Olsen and Olaisen (2005) argue that unrestricted face-to-face 
communication facilitates the establishment of intense relationships. For this 
research, the structural component of social capital is measured by the network ties 
that exist between the members of an organisation.
The second component is the relational dimension, which describes the kind of 
personal relationships people have developed with each other (Nahapiet and Ghoshal,
1998). These relationships are based on trust and trustworthiness, shared norms and 
values, identity and identification (Lesser and Prusak, 1999). This research focuses 
on trust, identity and identification with the organisation because these are seen as 
critical factors affecting the willingness of staff to exchange important resources such 
as knowledge and information (Inkpen and Tsang, 2005). Trust is a key prerequisite 
for sharing resources. Leana and van Buren (1999) explain that the component of 
trust has been widely discussed in the management literature and many different 
definitions of trust exist. Within the social capital literature, Inkpen and Tsang (2005) 
state that trust depends on social judgments and is important for the willingness of 
network actors to share knowledge. Tsai and Ghoshal (1998) found that the 
members of an organisation develop cooperative behaviour when trust exists and are 
willing to exchange resources. Trust and understanding can be enhanced by a 
regular transfer of employees to other organisational units (Tymon and Stumpf, 
2003).
Identity concerns common norms and values that lead to common patterns of 
behaviour and mediate a sense of belonging and a bond with other members of the 
organisation. The organisational identity shapes working processes and communities. 
It provides direction for the mission and vision of the organisation. A shared identity 
further promotes the utilisation of other resources, e.g. knowledge, since individuals
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that share a common identity do not feel like they are taking any risk when sharing 
and exchanging them (Schoemaker and Jonker, 2005). Closely related to identity is 
the concept of identification. Nahapiet and Ghoshal (1998, p. 256) define 
identification as ''the process whereby individuals see themselves as one with another 
person or group o f  peopled They found that identification influences the motivation 
to combine and exchange knowledge.
The final component is the cognitive dimension of social capital. It embodies 
resources such as shared language, norms, and mental maps that allow interpretations 
in an organisation-specific sense (Nahapiet and Ghoshal, 1998). Lesser and Prusak 
(1999) assert that without the creation of a common understanding it is difficult to 
build social capital. Objects such as manuals, documents, or memos may provide a 
shared point of reference. A further element is the use of stories that mediate a sense 
of shared history and context (Lesser and Prusak, 1999). Two components of the 
cognitive dimension addressed in the research are a shared vision, expressed in 
mission statements, and shared narratives (Inkpen and Tsang, 2005). In order to 
share narratives. Lesser and Prusak (1999) suggest the method of story telling. They 
explain that stories would enable members to learn from others and allow an 
organisational unit to create a common memory as history is shared and carried on 
by other members of the unit.
A shared vision embodies the collective aspiration of the members of an organisation. 
If a shared vision exists in an organisation, members have similar perceptions as to 
how they should interact with each other. This can promote mutual understanding 
and the exchange of resources (Tsai and Ghoshal, 1999; Inkpen and Tsang, 2005). 
Hussi (2004) explains that a vision can play an important role in steering the 
activities and in directing the organisation’s ‘energy’. Additional support can be 
found in Kriegel (2005), who argues that an organisation has to develop a vision 
which is organisation-specific and generally valid for all organisational units. It 
should contain guidelines regarding quality, efficiency, and goal orientation. In this 
context, the importance of the adequate communication of the organisational vision
63
Chapter 3 Literature Review
is emphasised in order to enhance the individual’s ability to execute aligned 
decisions and actions (Brazier, 2005).
It makes sense that the management should not concentrate only on the relationships 
existing within the organisation. Additional attention should be paid to external 
resources. Thus, relational capital has to be taken into account.
3.33.4 Relational capital
Relational capital refers to all resources that are related to the creation, maintenance, 
and extension of external relationships of an organisation. Therefore, it also consists 
of elements of human capital and structural capital, which are employed in the 
creation of relationships with external stakeholders (Marr and Guimon, 2003). In 
many organisations, relational capital includes relationships with customers, 
suppliers and regulators (Bukh, Chemnitz and Thisgaard, 2003; MacDougall and 
Hurst, 2005; Pike, Roos and Marr, 2005). Van der Meer-Kooistra and Zijlstra (2001) 
as well as Marr, Schiuma and Neely (2004b) also emphasise the creation of strategic 
partnerships as an important part of relational capital. Marr, Gray and Neely (2003) 
explain that organisations create partnerships in order to gain access to important 
complementary resources. In order to do so, Nahapiet and Ghoshal (1998) explain 
that an organisation must possess a pool of unique resources in order to benefit from 
exchange. In this context, Marr, Gray and Neely (2003) argue that the transfer of 
tangible and intangible resources requires an understanding of the nature of those 
resources that are available. An organisation needs to know its strengths in order to 
transfer valuable and unique resources (Roberts and Chaminade, 2002).
Das, Sen and Sengupta (2003) found that technological alliances are one of the major 
forms of partnerships. Technological alliances comprise the transfer of technology, 
which involves the sharing of knowledge and information. Since these are important 
intangible resources. Das, Sen and Sengupta (2003) view technological alliances as 
very beneficial for the creation of intellectual capital.
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Several scholars (e.g. Cinca, Molinero and Queiroz, 2003; Galbreath, 2005; Mayo, 
2000) further acknowledge the image and reputation of an organisation as part of 
relational capital. Galbreath (2005) explains that reputation can inform stakeholders 
about the trustworthiness, credibility, and quality of the organisation. In addition, 
many researchers (e.g. Zambon, 2002; Guthrie, Petty and Yongvanich, 2004) identify 
customer satisfaction as an indicator of relational capital.
The value of relational capital to the organisation depends on the customer-related 
philosophy of the organisation and the ways in which co-operation with stakeholders 
are settled (Sveiby, 1998). Further, the literature states that building relational 
capital is an important condition for creating, maintaining, and renewing internal 
resources, structures, and processes since it helps the organisation to renew its 
overall competence (Prahalad and Ramaswamy, 2000). Viedma Marti (2004) and 
Yli Renko, Autio and Sapienza (2001) claim that the creation of relational capital is 
closely related to the existence of social capital among the partners. For this research, 
relational capital comprises formal, contract-based relationships, such as co­
operation and partnerships, and informal relationships, which are informally initiated 
between different organisations.
While some authors (e.g. Koenig, 1998) suggest replacing the component of 
relational capital with social capital, other researchers (e.g. Bueno, Paz Salmador and 
Rodriguez, 2004) suggest viewing social capital as part of it. For this research, it is 
proposed that social capital is added as a fourth component supplementing the 
tripartite taxonomy of human capital, structural capital, and relational capital. While 
relational capital is viewed as concerning all external partnerships with any kind of 
stakeholders, social capital is assumed to deal with all kinds of social aspects existing 
between human beings in an organisation. The definition suggested by Bourdieu and 
Wacquant (1992) is followed in the research as they define social capital as the "sum 
o f resources accumulated in the organization by a stable network o f intra- 
organizational relationships C
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3.4 Perspectives on Intangible Resources
3.4.1 Overview
The review of the literature on intangible resources has clearly shown that this 
construct has different meanings to different people. These differences mainly occur 
because of the different backgrounds and perspectives that have been developed due 
to the functional specialisation in research and practice. The concept of intangible 
resources is relevant in such disciplines as economics, accounting, human resource 
management, marketing and strategic management. Looking at the different 
perspectives increases the comprehensive understanding of how the concept of 
intangible resources is understood and how it is approached in each field. 
Consideration of the various perspectives might also allow benefiting from other 
perspectives when dealing with intangible resources (Marr, 2005a). Table 3.4 
provides an overview of the main disciplines dealing with the concept of intangible 
resources.
Table 3.4 Main perspectives on intangible resources
Perspective Examples of authors describing this 
approach
Economics OECD (1999), Augier and Teece (2005)
Accounting lASB (2004), Canibano, Garcia-Ayuso and 
Sanchez (2000)
Human Resources Johanson (1999, 2005)
Marketing Gummesson (1998), Femstroem (2005)
Strategy Carmeli and Tishler (2004), Roos, Pike and 
Femstroem (2005), Bontis (1999)
Knowledge Grant (1996), Davenport and Pmsak (1997)
(Source: Marr and Mustafghir, 2005; Marr, 2005 ed.; researcher’s own literature 
review)
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Considering the nature of the research, the following sections do not provide a 
thorough discussion of existing perspectives. They rather discuss perspectives such 
as human resource perspective, knowledge perspective, and strategy perspective as 
these address the research questions. Other viewpoints, such as the accounting 
perspective, mainly refer to reporting and measurement issues of intangible resources 
and are not in the focus of this research. A comprehensive overview of main 
perspectives is given in Marr (2005 ed.).
3.4.2 A Human Resource Perspective on Intangible Resources
The importance of human resources for the success of any organisation has been 
widely confirmed in research and practice (e.g. Roslender and Fincham, 2003; 
Johanson, 2005; Canibano Calvo et al., 2002). Consequently, several researchers, 
such as Johanson (2005) and Hatch and Dyer (2004), have solely focused on human 
resources as the main component of intangible resources. This perspective considers 
exclusively intangible resources related to people such as knowledge, skills, 
experiences, abilities, creativity, motivation, and teamwork capacity (Johanson, 
2005).
Over the past decades, several attempts were made to understand how human 
resources contribute to organisational performance. Due to the fact that accounting 
figures are normally considered as a first indication of the organisation’s 
performance, several financially based tools were developed for measuring the value 
of human resources (Johanson, 2005). Tools, such as human resource accounting 
(Brummet, Flamholtz and Pyle, 1968), were proposed in order to quantify the 
economic value of people to the organisation. The concept of human resource cost 
accounting (Johanson, 1999) further refined this early approach by combining human 
resource accounting with a cost-benefit-analysis and utility analysis. However, 
neither of these concepts was accepted in practice. As a possible reason, Johanson 
(2005) identified conflicting interests in the subject such as accounting interests and 
management control interests. Other issues refer to ethical considerations since these
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approaches place a monetary value or even a price on people, who, consequently, 
seem to be easily substitutable for other forms of capital.
As a result, many firms experimented with ways of measuring and reporting human 
resources. Approaches such as the Skandia Navigator (Edvinsson and Malone, 1997) 
and the human resource scorecard (Becker, Huselid and Ulrich, 2001) were 
developed. Despite taking their structure from the balanced scorecard (Kaplan and 
Norton, 1992), both approaches emphasise the significance of human resources. In 
contrast to the financially based instruments, these approaches do not attempt to put 
monetary value on human resources having realised that exact measures are 
impossible for they are to a great extent tacit features. They rather follow the 
objective of relating techniques for managing human resources to organisational 
strategies (Johanson, 2005).
3.4.3 A Knowledge-based Perspective on Intangible Resources
The increasing importance of knowledge as a strategic resource for any organisation 
(Spender and Marr, 2005) has led to the development of a perspective, which 
highlights the importance and management of this single resource. Indeed, 
knowledge has been confirmed as being highly relevant in order to achieve 
competitive advantage (Marr, Schiuma and Neely, 2004a). It is seen as the 
fundamental asset in order to manage business performance and the continuous 
innovation of a company (Mouritsen et al., 2002; Boisot, 1998). However, the 
importance of knowledge for the success of any organisation is not a new discovery, 
but has been confirmed ever since people showed awareness of the existence of 
organisational knowledge (Spender and Marr, 2005). The supporters of the 
knowledge perspective (e.g. Zhou and Fink, 2003) claim that the knowledge of a 
firm should be the central basis on which to develop the organisation’s strategy. The 
assumption of these researchers supported the development of the knowledge-based 
view, which can be considered as a refinement of the resource-based view (Grant, 
1991).
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Although agreement exists on the importance of knowledge for the success of the 
organisation, a great variety of diverging definitions exist. Marr and Spender (2004) 
state that defining knowledge depends on at least three different perspectives. First, 
knowledge can be treated as an object or organisational asset that can be collected, 
stored, and shared in order to improve organisational performance. Thus, knowledge 
is considered as a major part of an organisation’s value (Marr, Schiuma and Neely, 
2004a; Marr and Spender, 2004). The researchers supporting this view take an 
objectivistic approach claiming that knowledge is separable from the people, who 
generate or apply it. From their perspective, knowledge is objective and tradable as 
any other economic asset. This approach was supported by the development of 
information technology, which facilitated the measurement and storage of 
“objective” data. At a later stage, the meaning of information, in contrast to data, 
was clarified. Thus, the development moved further towards the interpretation of 
information, which led to the development of a second approach.
The second approach follows the idea that knowledge is gained through the 
interpretation of data and information. Therefore, some researchers consider 
knowledge as “meaning.” They claim that knowledge is constructed by and, hence, 
inseparable from the knower. Knowledge is created by experiencing the organisation 
and its processes. Thus, it might be equivalent to an interpretivistic view. These 
assumptions provide explanations for the creation of causal relationships of how 
information, as an input factor, can influence the realisation of the objectives of the 
organisation (Marr and Spender, 2004).
The third approach additionally considers organisational processes, routines, 
documents, and norms in which knowledge is embedded. Spender and Marr (2005) 
argue that this approach is very similar to an organic view of the firm. This view 
considers knowledge as a dynamic combination of data and meaning and emphasises 
the ability of conducting proficient practice.
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Further distinctions exist regarding the different types of knowledge. Divisions are 
made in terms of the level of knowledge, such as individual level including personal 
knowledge, individual skills and talents and organisational level such as 
infrastructure, networking relationships, technologies, routines, and organisational 
culture (Marr, Schiuma and Neely, 2004a). Another distinction was proposed by 
Polanyi (1966), who distinguishes between explicit and tacit forms of knowledge. 
While explicit knowledge can be expressed and communicated, tacit knowledge is 
defined as being inherent in individuals and impossible to communicate.
The importance of knowledge for any organisation led to the development of 
knowledge management as a single discipline. The meaning of knowledge 
management and its relation to the overall management of intangible resources are 
discussed in section 3.5.3.
3.4.4 A Strategy Perspective on Intangible Resources
In general, strategic management in organisations aims to understand the forces 
leading to performance differences compared to other organisations (Choo and 
Bontis, 2002). Within the last twenty years, two main approaches were developed 
for analysing these forces. The traditional strategy model was the market-based view, 
with Porter’s (1980) model of competitive forces being most significant. The 
market-based view predominantly focused on the exploitation of market power. As 
it was recognised that organisations’ performance and value creation depend more 
and more on the exploitation of internal resources and capabilities, the internally 
oriented resource-based view gained significance. This paradigm was first 
developed by Penrose (1959) and later refined by Wemerfelt (1984) and Rumelt 
(1984). The theorists of the resource-based view adopt an approach, which views the 
organisation as a bundle of tangible and intangible resources. These resources are 
unique in their composition (Barney, 1991) and it is due to this uniqueness that 
differences in organisations’ performance, competitive advantage, or value creation 
occur (Voola, Carlson and West, 2004). Since the resource-based view is the 
preferred theoretical base for the management of intangible resources (Kaufmann
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and Schneider, 2004) it will be adopted for the research. Several researchers (e.g. 
Barney, 1991; Grant, 1991) have asserted that organisations are able to achieve high 
performance if their resources fulfil various conditions. Barney (1991) argues that 
resources need to be valuable, rare, inimitable, and non-substitutable in order to 
create competitive advantage.
Adopting a strategy view, Viedma Marti (2003) suggests that organisations take their 
mission, strategies and objectives as a starting point. Those resources should be 
identified and managed which are aligned with organisational strategies and strongly 
support the value creation process of an organisation (Marr et al., 2003). Due to the 
vast amount of existing resources, Freiling (2001) proposes that only such resources 
that lead to long-term success of an organisation should be considered. Overall, 
strategies have to be developed which demonstrate how to utilise the organisation’s 
skills and resources in the best possible way (Johanson, Martensson and Skoog, 
2001a).
The strategy perspective considers intangible resources that are important for the 
success of the organisation, and it does not limit its view to human resources or 
knowledge assets. Thus, this approach is seen by the researcher as most appropriate 
for the research and will consequently be adopted. In conclusion, the research has 
revealed that all three perspectives are highly interlinked and form the background 
for an efficient management of intangible resources.
3.5 Approaches to Managing Intangible Resources
3.5.1 The Intangible Resource Management Process
The aforementioned clarification of the various perspectives, terms, definitions, and 
classifications facilitates approaching the management of intangible resources. An 
effective development and deployment of resources has been subject to research 
since the late 1980s. Itami’s research (1987) of the “mobilisation” of resources can 
be seen as a first step towards the measurement of resource transformations. The
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review of the literature has revealed that advances have been made in the last few 
years regarding the processes involved in the management of intangible resources. 
These advances refer to the development of tools for identifying, measuring, and 
reporting intangible resources.
The adoption of a strategic perspective leads to a holistic consideration of important 
intangible resources. Strategic management focuses on the efficient and structured 
deployment of all intangible resources that have a significant role to play in the value 
creation process of an organisation. Adopting such a holistic approach provides a 
full picture of the organisation (Roos, Pike and Femstroem, 2005).
Despite the advances made, researchers demand a better conceptual foundation for 
the strategic management of key drivers of organisational performance (Boedker, 
Guthrie and Cuganesan, 2005). The assessment of the profile of core resources is 
still seen as one of the most challenging tasks (Carmeli, 2004). Further issues 
concern the prioritisation, development and measurement of the composition and 
performance of these resources (Boedker, Guthrie and Cuganesan, 2005). It is 
further emphasised that organisations should be able to identify which resources can 
influence the organisational results in order to determine management intervention 
(Fried and Linss, 2005).
The management of intangible resources implies that goals are set in respect to their 
development and usage (van der Meer-Kooistra and Zijlstra, 2001). In terms of the 
particular steps that form part of the management framework, experts from the field 
(Marr, Schiuma and Neely, 2004a; Roos, Pike and Femstroem, 2005) suggest the 
steps described below. The objective is to provide a stmctured approach to the 
management of intangible resources.
3.5.1.1 Identification of the Strategic Objectives of the Organisation
As with other management approaches, it is important that the management of 
intangible resources is related to the strategic objectives of the organisation (Kaplan
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and Norton, 1996). The organisation’s strategy clarifies which resources are relevant 
and require attention (van der Meer-Kooistra and Zijlstra, 2001).
3.5.1.2 Identification of Available Resources and Evaluation of their 
Importance
Based on the strategic intentions of the organisation, the next step involves the 
identification of those resources the organisation has at its disposal. These might 
encompass the whole range of resources including human capital, structural capital, 
social capital, and relational capital. Marr, Schiuma and Neely (2004a) clarify that 
the set of important intangible resources can be derived from using either the 
classical top-down approach or the bottom-up approach. Taking a top-down 
approach implies the consideration of external market conditions in order to identify 
necessary resources. The bottom-up approach is more internally focused and adjusts 
strategic objectives to existing resources. After having identified resources that seem 
relevant for the realisation of the strategic objectives, the relative importance has to 
be determined since not all resources are equally important to the organisation. The 
importance is based on the strategic objectives of the organisation such as increased 
organisational performance or enhanced value creation.
3.5.1.3 Visual Representation of Causal Relationships and Transformations
Since it is supposed that intangible resources seldom affect performance directly 
(Cabrita and Vaz, 2005), several authors (e.g. van der Meer-Kooistra and Zijlstra, 
2001) emphasise the consideration of the inter-relationships between resources. 
Marr, Schiuma and Neely (2004b) argue that an efficient management of 
organisational resources is not possible without understanding the interrelationships 
and interdependencies between them. In this context, phenomena such as 
interactions, transformations, and complementarities have to be considered, meaning 
that a resource’s productivity may be improved by investment in other resources 
(Cabrita and Vaz, 2005). Various designs, such as the “matrix of direct dependence” 
(Marr, Schiuma and Neely, 2004b), the Navigator model (Pike, Roos and Marr,
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2005), and the success map (Neely, Adams and Kennerley, 2002), were developed in 
order to illustrate the interactions and transformations between resources.
3.5.1.4 Development of a Measurement Tool
The identification of important resources and the interrelationships that exist between 
them is followed by the development of performance indicators which measure 
dynamic transformations and the performance of identified resources. The 
measurement of the performance of important intangible resources enables managers 
to gain information on which resources have to be strengthened or are needed 
(Mouritsen, Bukh and Marr, 2004). Conclusions can be drawn concerning the 
deployment, development, and acquisition of those resources that are important for 
realising strategic objectives. The process allows a judgment on the quality and 
quantity of the identified resources (Roos, Pike and Femstroem, 2005). Research on 
the measurement of intangible resources has developed as a specific discipline and 
tools such as the ’’Skandia Navigator” (Edvinsson and Malone, 1997) and the 
“Intangible Asset Monitor” (Sveiby, 1997) were developed. Section 3.6 provides 
more details about the measurement of intangible resources.
3.5.1.5 Cultivating Key Intangible Resources
The previous steps identified important intangible resources and their current state of 
performance. In order to improve or maintain a required level of performance, tools 
developed in other management disciplines such as knowledge management and 
human resource management can be applied (Marr, Schiuma and Neely, 2004a). The 
following section gives an insight into these two management disciplines and 
identifies the interrelation with the strategic management of intangible resources.
3.5.2 Human Resource Management
Human resource management is related to people and their interactions within an 
organisation (Roos, Pike and Femstroem, 2005). The literature on the management
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of human resources is vast and, therefore, in this research, mainly the relationship 
with the holistic management of intangible resources is considered. Hyde et al.’s 
(2006, p. 12) definition of human resource management is followed in this research. 
They define human resource management as
“the management o f people within the organisation, not to a specific 
function. This includes consideration o f the management o f  people at 
a strategic level within the organisation. ”
Roos, Pike and Femstroem (2005) found a shift in the development fi*om an 
operational function of human resource management to a strategic function. They 
explain that in former times, human resource management was rather a branch of the 
administrative functions of organisations. Mostly it dealt with day-to-day operations 
including payment and promotion, recmitment and dismissal until the strategic role 
of human resource management was realised. Strategic human resource management 
relates its activities to the strategic management process of the entire organisation. 
Thus, human resource managers have to develop an understanding of the 
relationships between managing people and the strategies of the organisation. 
Related to the strategic perspective is the resource-based view, which in terms of 
human resource management suggests that the potential for sustained competitive 
advantage is related to four requirements. First, human resources must be capable of 
adding value to the organisation. Thus, individual performance has to be taken into 
account. Second, the skills that human resources possess must be rare. The third 
attribute is that human resources and human resource practices cannot be imitated 
easily. Finally, the human resources of an organisation should not be substitutable 
by other factors such as technologies (Boxall and Purcell, 2003).
From a theoretical perspective, the holistic management of intangible resources and 
the management of human resources seem to correspond since both tend to adopt a 
resource-based view. The strategic management of intangible resources adopts a 
more holistic view on important resources and their interrelationships, whereas
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human resource management tends to exclude interrelationships to other resources. 
Indeed, it is argued that human resource management is often likely to follow a 
rather narrow view on human resources and, consequently, does not provide a full 
picture on important value drivers (Roos, Pike and Femstroem, 2005).
In alignment with the strategic intentions of the organisation, operational human 
resource practices such as recmitment, training and development, and performance 
appraisals can be important for enhancing and improving those intangible resources 
that contribute to the achievement of the organisation’s strategic objectives. In fact, 
human resource activities are confirmed as key factors for improved organisational 
performance (Hyde et al., 2006).
3.5.3 Knowledge Management
The effective management of intangible resources requires consideration of the 
concept of knowledge management since knowledge is perceived as the most 
relevant resource (Carrion, Gonzalez and Leal, 2004). The literature revealed a 
strong interrelationship between the two concepts of the management of intangible 
resources and knowledge management (Zhou and Fink, 2003). Marr et al. (2003) 
find that a successful management of intangible resources is closely linked to 
knowledge management processes. Thus, adequate knowledge management ensures 
the acquisition and growth of other intangible resources. Consequently, similar to 
human resource management, knowledge management activities form one part of the 
larger, niore holistic management of intangible resources (Roos, Pike and Femstroem,
2005).
The management of knowledge aims to maximise the organisation’s knowledge- 
related effectiveness (Zhou and Fink, 2003) and can be defined as "any process or 
practice o f  creating, acquiring, capturing, sharing and using knowledge, wherever it 
resides, to enhance learning and performance in organisations'" (Bradbum and 
Cloakes, 2004, p. 9). Cong and Pandya (2003) argue that an organisation has to have
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the “right” organisational culture and the support of the people in the organisation. 
They further state that successful knowledge management activities essentially 
depend on people’s motivation, their willingness and ability to share knowledge. 
Rastogi (2003) emphasises the significance of the top management for realising 
knowledge management activities.
Having adopted a strategic perspective for the management of intangible resources 
for the current research, differences became apparent in the application of these two 
concepts. It was identified that the management of intangible resources and the 
management of knowledge serve different purposes and adopt different approaches 
(Zhou and Fink, 2003). In contrast to the management of intangible resources, 
knowledge management focuses on tactical and operational issues, which are linked 
to knowledge-related actions. Through detailed activities, it facilitates the creation, 
capturing, and transformation of knowledge (Wiig, de Hoog and van der Spek, 1997). 
The objective of the management of intangible resources is to create and leverage 
these resources and to improve the organisation’s performance based on strategic 
decisions (Edvinsson and Malone, 1997; Wiig, de Hoog and van der Spek, 1997). 
Their strategic management allows the organisation to obtain a holistic view on the 
overall development of the firm (Hussi, 2004). Therefore, knowledge management 
activities lie in the wider process of intangible resource management (Edvinsson and 
Malone, 1997) and are driven by strategic decision-making processes regarding the 
development and exploitation of intangible value drivers (Bradbum and Cloakes,
2004). Nonetheless, knowledge management plays a fundamental role in the process 
of extending and utilising other intangible resources (Zhou and Fink, 2003). For 
instance, the transfer of knowledge both strongly depends on and influences the 
creation and effectiveness of internal social relationships, which is referred to as 
social capital. Thus, both concepts are highly interlinked and have to be aligned in 
order to create value and achieve high performance (Wiig, 1999).
In sum, the three concepts of the management of intangible resources, human 
resource management, and knowledge management are complementary and essential 
for an effective managerial framework in order to manage the organisation’s
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important intangible resources. In addition, the effective management of intangible 
resources requires their measurement and reporting. Although these branches form 
separate disciplines of their own, measuring and reporting intangible resources can 
be seen as management supporting tools as they help organisations to develop a 
comprehensive picture of existing resources (Pike, Femstroem and Roos, 2005). 
Thereby, important information can be gained which facilitates the management and 
controlling of relevant resources (van der Meer-Kooistra and Zijlstra, 2001). The 
following sections provide insights into current measurement and reporting practices.
3.6 Approaches to Measuring Intangible Resources
In order to find instmments which can capture the real value of an organisation, 
many academics and practitioners have started developing measurement models and 
quantifying and visualising intangibles (Banegil Palacios and Sanguino Galvan, 
2007). In general, these approaches aim to explain business performance by 
developing metrics for visualising intangible performance drivers (Petty and Guthrie,
2000). Some researchers and practitioners (e.g. Sveiby, 1997; Edvinsson and 
Malone, 1997) hold the opinion that measurement tools for intangible resources 
should encompass non-financial and qualitative measures in addition to financial and 
quantitative measures. It is felt that traditional measures are hardly capable of 
measuring and visualising resources, which are neither physical nor exactly valuable. 
By focusing on intangible resources, it is considered to gain a comprehensive insight 
into the capacity of these resources to create value or to improve performance (van 
der Meer-Kooistra and Zijlstra, 2001; Bygdas, Royrvik and Gjerde, 2004). The 
development of such frameworks may support the formulation and implementation 
of organisational strategies and the benchmarking of performance (Marr, Gray and 
Neely, 2003).
According to Luthy (1998) and Williams (2000), measurement approaches can be 
categorised into four groups. These are
(1) Return on assets methods
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(2) Market capitalisation methods
(3) Direct intellectual capital methods
(4) Scorecard methods
3.6.1 Return on Asset Methods
The measurement models belonging to the group of “return on asset methods” are 
strongly based on accounting rules and not particularly designed for measuring 
intangible resources. These approaches attempt to calculate the monetary value of 
intangible resources without precisely identifying single components. Such models 
do not intend to give detailed information on intangibles and only provide an 
incomplete picture on the organisation’s value drivers (Malhotra, 2002). Critics 
further address the tendency of these approaches to focus on the comparison with 
other companies rather than the company itself (Pike and Roos, 2004). Return on 
asset methods are, for example, the Economic Value Added (Stewart, 1997) or the 
Human Resource Cost Accounting approach (Johanson 1999).
3.6.2 Market Capitalisation Methods
The “market capitalisation methods” include such methods as Tobin’s q and the 
Market-to-Book-Value (Stewart, 1997). These approaches determine the value of 
intangible resources as the difference between a company’s market capitalisation and 
its stockholders equity (Pike and Roos, 2004). Therefore, they only focus on the 
monetary value of intangible resources on organisational level (Malhotra, 2002). 
Roos, Pike and Femstroem (2005) claim that the approaches of this category would 
be the weakest of the four groups as they attempt to connect figures to the market 
value, which can rapidly change. Consequently, the development of valid indicators, 
which measure the market value, seems to be dubious.
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3.6.3 Direct Intellectual Capital Methods
The “direct intellectual capital methods” allow the evaluation of single components 
of intangible resources, but additionally attempt to put monetary value on them. One 
weakness of the approaches is related to the difficulty to compare and benchmark the 
calculated values as such measures are organisation’s specific (Malhotra, 2002). 
Nevertheless, these approaches seem to offer the potential to create a comprehensive 
picture of the organisation’s intangible resources. They may function as supporting 
management tools since they intend to be holistic. This group contains approaches 
such as the Technology Broker (Brooking, 1996) and the Value Explorer 
(Andriessen and Tiessen, 2000).
3.6.4 Scorecard Methods
Scorecard methods such as the Skandia Navigator (Edvinsson and Malone, 1997) 
and the Intangible Asset Monitor (Sveiby, 1997) identify the various components of 
intellectual capital-without putting monetary value on them. Indicators are created 
and reported in scorecards or graphs. These models seem to be most appropriate for 
the measurement of intangible resources as they enable a wide-ranging analysis of 
the overall intangibles of an organisation (Malhotra, 2002). Although the Balanced 
Scorecard (Kaplan and Norton, 1992) was not explicitly developed for the 
measurement of intangible resources, researchers and practitioners apply the model 
to this context.
Table 3.5 summarises the main ideas of the four measurement groups.
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Table 3.5 Models for measuring intangible resources
Group Description Examples
Return on Assets 
Methods
Built on accounting mles, not 
particularly designed for 
measuring intangible resources
Economic Value Added 
(Stewart, 1997)
Human Resource Costing 
and Accounting 
(Johansson, 1997)
Market
Capitalisation
Methods
Calculate the difference between 
a company’s market 
capitalisation and its 
stakeholders’ equity as the value 
of its intangible resources
Tobin’s q (Stewart, 1997)
Market-to-book value 
(Stewart, 1997)
Direct Intellectual 
Capital Methods
Estimate the dollar value of 
intangible assets by identifying 
its various components, once 
these components are identified 
they can be directly evaluated
The Value Explorer 
(Andriessen and Tiessen, 
2000)
Technology Broker 
(Brooking, 1996)
Scorecard Methods
Identify various components of 
intangible assets and indicators 
are generated and reported in 
scorecards or graphs, these 
methods do not estimate the 
dollar value of intangible 
resources
Intangible Asset Monitor 
(Sveiby, 1997)
Skandia Navigator 
(Edvinsson and Malone, 
1997)
Balanced Scorecard 
(Kaplan and Norton, 1992)
(Source: adapted from Roos, Pike and Femstroem, 2005)
3.7 Approaches to Reporting Intangible Resources
The reporting of information about intangible resources forms another area of 
research in this discipline. Since researchers and practitioners realised the weakness 
of traditional, past-oriented annual statements in terms of reflecting intangible 
resources, they focused on the provision of additional information in so-called 
“intellectual capital statements.” As main weaknesses of traditional annual 
statements were identified: (1) the increasing information asymmetry caused by 
growing differences between market value and book value, and (2) the lack of long-
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term information, in particular on the strategic intentions and actions of the 
management, which seemed to be particularly important to external stakeholders 
(Roos, Pike and Femstroem, 2005).
A general objective of intellectual capital statements is to illustrate more 
differentiation in those resources that were so far designated as “goodwill” (Probst, 
Raub and Romhardt, 1997). Being future oriented, intellectual capital statements 
form a new “information layer” using mainly narrative reports, which aim to 
visualise the relation of intangible performance drivers and the strategic objectives of 
the organisation. It is apparent that the primary objective of intellectual capital 
statements is not to record intangible resources from an accounting point of view. 
The objective is rather to provide information on how these resources contribute to 
the creation of value in an organisation (Banegil Palacios and Sanguino Galvan, 
2007).
While most companies seem to use the reports on intangible resources for external 
purposes, Haller and Dietrich (2001) state that these reports should primarily 
facilitate internal management activities. The illustration of relevant resources and 
their relation to the organisation’s objectives and visions enables their strategic 
management, since gaps can be identified and respective actions undertaken. Figure
3.1 offers an overview of the substantial functions of an intellectual capital statement 
for the internal management. These were identified in a survey of the Danish 
Ministry of Science, Technology, and Innovation (2003).
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Figure 3.1 Purposes of an internal intellectual capital statement
Support strategy
Ensure knowledge updates
Ensure system atic knowledge sharing
Implement system atic knowledge m anagem ent
Identify control Indicators
M anagem ent and recording of com petencies 
C reate Innovations
0 10 20 30 40 50 60 70 80 90 100%
(Source: Danish Ministry of Science, Technology, and Innovation, 2003)
According to Figure 3.1, the primary functions of intellectual capital statements are 
the support of the implementation of organisational strategies and the assurance of 
up-to-date knowledge.
Apart from the described application as a management tool, intellectual capital 
statements can be used as a communication instrument for supplementing 
information to external addressees because a more precise picture of the organisation 
and its resources is presented (Daum, 2003). By considering all kinds of value 
creating resources, stakeholders are enabled to obtain a broader view on the 
organisation and to make reasonable decisions (Zambon, 2002). The addressees are 
put into a position to develop a comprehensive understanding for organisational 
activities and the reaction of the organisation towards environmental changes. The 
increased transparency to the financial market helps analysts to understand the long­
term view of the organisation, which should lead to a fairer share price evaluation 
and, consequently, to lower costs of capital (Roos, Pike and Femstroem, 2005; Marr, 
Gray and Neely, 2003). Investors, for example, are particularly interested in the 
existing customer relationships of the organisation. Therefore, these stakeholders 
mainly seek information about customer contacts. It is stated that higher levels of 
disclosure may reduce transaction costs. Further, displaying this information is seen 
as important for enhancing the company’s image and reputation as it may help the 
organisation to create tmst among employees and other stakeholders. Therefore,
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these reports might also function as a marketing instrument (Garcia-Meca, 2005; 
Roos, Pike and Femstroem, 2005). Figure 3.2 summarises the main functions of an 
intellectual capital statement when reported to extemal stakeholders. The survey 
revealed that most important was showing that human resources are the most 
important asset in the organisation.
Figure 3.2 Purposes of an external intellectual capital statement
To show that human resources are the most Important asset 
To show that the organisation is innovative 
To attract new employees 
To show that knowledge is the most important asset 
To show that the organisation is flexible 
To create an understanding for the company's products or services 
To supplement the financial reports 
To set up a position for themselves mth respect to their competitors 
To attract new and retain existing customers
0 10 20 30 40 50 60 70 80 90 100%
(Source: Danish Ministry of Science, Technology, and Innovation, 2003)
Considering the benefits of disclosing information about intangible resources, a 
growing number of projects have been initiated, both at national and organisational 
level, which directed their efforts towards the development of reporting guidelines 
(Marr, Gray and Neely, 2003; Boedker, Guthrie and Cuganesan, 2005). A starting 
point for the increased awareness conceming intangible resources formed the 
initiatives of the Organisation for Economic Cooperation and Development (OECD), 
which since 1992 has actively addressed this topic in conferences, workshops, and 
studies. In 1999, the OECD initiated the conference “Measuring and Reporting 
Intellectual Capital: Experiences, Issues, and Prospects”, which accumulated first 
experiences on reporting intangible resources (ARCS, 2001).
In addition, the European Union identified the importance of the topic and launched 
the Meritum (“measuring intangibles to understand and improve innovation 
management”) project in 1998. The result of this cooperation between France, Spain, 
Finland, Norway, Sweden, and Denmark was a set of guidelines to measure and
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disclose intangibles in order to support organisations in their management of these 
resources (Canibano Calvo et al., 2002). The guidelines start with the identification 
of the organisation’s vision and strategic objectives before identifying critical 
intangible resources and activities, which are then measured on a basis of specific 
indicators.
In Denmark, the Danish Ministry of Science, Technology, and Innovation initiated a 
project involving over 100 companies, which created intellectual capital reports. As 
a result, the ministry published the brochure “Intellectual capital statements-the new 
guideline” in 2003, which contained concrete examples and advice about the content, 
structure, and format of intellectual capital reports (Danish Ministry for Science, 
Technology and Innovation, 2003). These guidelines recommend the identification 
of a knowledge narrative, which explains how the company ensures that its products 
and services are aligned to the requirements of the customers. Based on that, the 
challenges for the management are identified and actions determined. The activities 
mainly refer to how to link, develop, and acquire necessary resources. In a final 
stage, indicators are developed to be able to test whether the management challenges 
have been addressed and whether the actions undertaken were successful. These 
elements are clearly interlinked and together they enable an analysis of the 
company’s resource management (Banegil Palacios and Sanguino Galvan, 2007; 
Roos, Pike and Femstroem, 2005).
Initiatives by the Australian Government Consulting Committee on Knowledge 
Capital, the Austrian government (Boedker, Guthrie and Cunagesan, 2005) and the 
Dutch Ministry for Economics and Trade (ARCS, 2001) provide further evidence of 
the importance of the topic. The growing number of guidelines and 
recommendations on how to document intangible resources demonstrate the meaning 
for the internal management and extemal reputation of the organisation. It is claimed 
that reporting intangible resources offers companies possibilities and approximations 
in order to manage and deploy intangible resources (Banegil Palacios and Sanguino 
Galvan, 2007).
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3.8 Summary
The review of the literature on intangible resources has revealed that researchers and 
practitioners are becoming more and more aware of the central importance of these 
resources for creating value to the organisation. Due to the variety of intangible 
resources in organisations, most diverse interest groups showed awareness and 
devoted themselves to the topic. Consequently, the field of intangible resources 
became multidisciplinary, encompassing numerous functions and disciplines (Marr, 
2005a). As a result, a vast and opaque variety of approaches was developed with 
regard to terms, definitions, and classifications. The review of the literature has 
shown that still no congruence could be found conceming the terms and definitions 
used. The literature has identified that mostly three main sub-phenomena compose 
the concept of intangible resources, i.e. human capital, relational capital, and 
stmctural capital. Most of the concepts consider the connection to employees, the 
processes and stmctures and the relation to customers (Bukh, Larsen and Mouritsen,
2001). For the research, the concept of social capital as a fourth component is taken 
into account.
The clarification of existing perspectives, terms, definitions, and classifications 
allowed the consideration of methods for managing, measuring, and reporting 
intangible resources. The adoption of a strategic perspective promotes the ability to 
give a holistic view on the organisation's intangible resource base. It was shown that 
the literature suggests a systematic approach for an efficient management of 
intangible resources. Further, it was demonstrated that their strategic management is 
supported by operational tools of knowledge management and human resource 
management activities. Consideration of the advances made regarding the 
measurement of intangible resources disclosed four main categories, which in each 
case adopt a different approach to measuring intangible resources. The analysis of 
the efforts on reporting intangible resources showed that due to a lack in the 
accounting standards, an increasing number of companies disclose voluntary 
information on their intangibles.
86
Chapter 3 Literature Review
Having provided the background on various healthcare systems and the concept of 
intangible resources, the researcher is now able to combine both fields and to analyse 
the meaning and management of intangible resources in healthcare organisations, 
both from a theoretical and practical perspective.
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Intangible Resources in Hospitals
4.1 Introduction
The literature review on healthcare organisations has shown that hospitals face a 
range of challenges that make it essential to adjust their organisation. It was 
indicated that, from a resource perspective, hospitals form a particularly interesting 
type of organisation as they contain numerous intangible resources and are at the 
same time embedded in a complex system of legal, ethical, and moral constraints 
when using these resources (van Beveren, 2003; Cinca, Molinero and Queiroz, 2003). 
In addition to the constraints hospitals face, it was revealed that private-sector 
management tools only started to enjoy consideration in hospitals, but were not 
consistently used for the identification of inefficiencies and the realisation of 
potentials for improvements (Walther, 2005). Dahl and Lindblom (1953) found that 
the primary constraint in public sector organisations is mainly the political system 
rather than the economic system. It is apparent that public hospitals face a great need 
to balance both economic pressure and the improved care of patients (Donato, 2002). 
Thus, identifying, measuring, and managing intangible resources in a hospital setting 
is important. Nevertheless, it is also important that the influence of external factors 
such as governmental regulations be recognised.
The chapter aims to analyse the meaning of the concept of intangible resources in 
hospitals. It discusses various contextual factors that seem to influence their 
management. The chapter provides insights into the managerial consequences 
resulting from the regulations imposed on hospitals. Further, it introduces important 
intangibles that have been identified in empirical studies. Insights are given 
conceming the effort of managing, measuring, and reporting intangibles in hospitals 
and public sector organisations.
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4.2 The Meaning of Intangible Resources in Hospitals
As in other service organisations, intangible resources are essential in a hospital 
setting in order to provide high quality services (Canibano, Corvarsi and Sanchez, 
1999). In general, public and non-for-profit organisations tend to be highly human 
capital intensive (Agor, 1997). Hospitals employ and coordinate employees, who 
possess specialised knowledge, skills, and abilities in order to deliver excellent care 
to patients (van Beveren, 2003). Habersam and Piper (2003, p. 756) call hospitals 
"'knowledge-intense expert organisations'' that combine different types of 
professional expertise. In such human capital-intensive organisations as hospitals, 
the overall performance of the organisation depends on the performance of its 
employees (Wiig, 2000). However, there is also an increased application of high 
technology assets in order to deliver healthcare. Nevertheless, human resources are 
probably most important. Indeed, more than 65% of a hospital’s budget is spent on 
staff (Helios Kliniken GmbH, 2004). The provision of excellent services further 
depends on existing support systems and infrastructure.
Research has shown that hospital organisations are embedded in a network of 
intensive relationships with other stakeholders such as government, insurance 
companies, suppliers, and other health service providers (Lettieri, Borga and 
Savoldelli, 2004; Cinca, Molinero and Queiroz, 2003). Primarily, hospitals have to 
respond to patient needs, which makes patients the most important stakeholders (van 
Beveren, 2003). Their care requires the special coordination of services and the 
assurance of high performance. Internally, the coordination and integration of the 
manifold expert groups such as medical, nursing, and administrative staff is seen as a 
complex task, which requires specific socialisation processes (Habersam and Piper, 
2003).
The consideration of intangible resources in hospitals can be justified by two 
seemingly contradictory arguments. While on the one hand, there is a great variety 
of intangible resources in hospitals, on the other hand there is a scarcity of some of 
these resources, mainly caused by limited financial resources. Both arguments lead
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to the conclusion that it is fundamental to leam to use these resources more 
effectively in order to ensure adequate patient care. It can be argued that, based on 
the financial restrictions, the management of hospitals is forced to manage all 
available resources with increased effectiveness and efficiency (Agor, 1997). 
Further, the complexity of these resources requires purposeful management of the 
most important resources, i.e. those, which significantly contribute to the provision 
of high performance services.
4.3 The Impact of Contextual Factors
In general, the management in hospitals as part of the public and regulated sector has 
been found to be different from private and non-regulated sectors (e.g. Cinca, 
Molinero and Queiroz, 2003; Davies, 2006; Euske, 2003). Differences mainly occur 
because of existing financial constraints, the lack of performance orientation and the 
numerous regulations imposed on the organisations by governmental and other 
bodies, which were described in Chapter Two of the literature review. These aspects 
have an impact on the style of management applied in public sector organisations.
In this context, many researchers confirm the importance of an appropriate style of 
leadership. Indeed, the importance of leadership for the successful management of 
any organisation is extensively confirmed in the literature (e.g. Mayo, 2000). Within 
the context of utilising organisational intangible resources, Rastogi (2003) claims 
that the top management team of an organisation is responsible for initiating, 
managing and sustaining the overall process of developing and using intangible 
resources. Voola, Carlson and West (2004) confirm the importance of the top 
management for the strategic development of the organisation and the alignment to 
environmental changes. Nonaka and Takeuchi (1995) argue that middle managers 
play an essential role in transferring the visionary discourse of the top management 
to the next management level. Wilcox King and Zeithaml (2001) agree on the 
important role of middle management, in particular for the realisation of strategic 
directives. Still, Westley (1990) asserts that the perception of strategic directives by 
upper management can vary dramatically. Longest (1998) emphasises therefore the
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meaning of middle and lower managers as they possess high responsibility for 
developing and motivating people, handling conflicts and communicating ideas. It is 
claimed that lower managers hold the main responsibility for optimal resource 
utilisation (Wilcox King and Zeithaml, 2001).
Research in hospital organisations found a passive attitude towards change in public 
sector managers (e.g. van Beveren, 2003). Van Beveren (2003) explains that the 
resistance of managers towards change would impede the adaptation to the 
environment. In this context, Reinersdorff (2002) speaks of large deficits in the 
management and leadership of many healthcare institutions. Cinca, Molinero and 
Queiroz (2003) assert that typical features of public sector managers refer to a lower 
motivation for the adoption of new management practices and methods. They claim 
that managers in public sector organisations have less room to manoeuvre, i.e. 
managers’ actions are often limited by bureaucratic rules. This is in agreement with 
Mullins (1999), who identifies a negative impact of regulative bodies and claims that, 
within many public sector organisations, there exist rigid human resource policies 
such as inflexible staff selection procedures. Boyne (2002) found that public sector 
managers have weaker organisational commitment. He further found that the 
implementation of regulations leads to a high degree of bureaucracy.
Another result of the protective environment of public sector organisations refers to 
the strong resistance of staff in terms of change. Van Beveren (2003) argues that 
there is strong opposition at individual and management levels that hampers 
adaptation or reaction to environmental requirements. In addition, van Beveren 
(2003) claims that in healthcare organisations, the divisional structure into rigidly 
separated departments impedes, in many cases, formal and informal contacts 
between the various occupational groups. This separation is still increased by the 
strong hierarchical structure that exists in hospitals.
Limited financial resources further affect the management in hospitals. It is argued 
that this limits the managers’ ability to close skill gaps, improve inadequate
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processes, and provide the latest technology. Consequently, well-intended reforms 
might be impeded (Linder and Brooks, 2004). Harrison and Sexton (2004) claim that 
in order to improve financial performance, public sector organisations have 
intensified the effort to implement selected tools from private sector organisations. 
Thus, they tend to adopt market-oriented behaviours. In contrast, Jacobs (2004) 
asserts that public sector managers only accept market solutions superficially, 
whereas, in fact, they keep defending outdated management practices.
In sum, it can be assumed that due to regulating factors the effective management of 
intangible resources is limited. In particular, the regulations regarding the most 
important elements of human capital can be supposed to impede effective 
management. Further, difficulties can be assumed for the development of social 
capital. The process of “socialisation” might be aggravated in hospitals due to the 
existing power structures and hierarchical levels (van Beveren, 2003). Consequently, 
information and knowledge are less shared across the different units and hierarchical 
levels (Cong and Pandya, 2003).
4.4 The Management of Intangible Resources in Hospitals
The management process of intangible resources was described in Chapter Three of 
the thesis. It was shown that the management requires the identification of the most 
important intangible resources related to the strategic objectives of the organisation. 
Further, it was shown that operational management tools could help to develop 
important intangible resources. The following sections analyse the awareness of 
healthcare researchers and practitioners on these aspects. In order to adequately 
address the research questions, first intangible resources identified in the relevant 
literature are discussed. Second, human resource and knowledge management tools 
are introduced.
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4.4.1 The Identification of Important Intangible Resources in Hospitals
Because research on the meaning of intangible resources in hospitals is scarce (e.g. 
Habersam and Piper, 2003; Peng, Pike and Roos, 2007), the researcher also reviewed 
studies on the importance of intangible resources in other public sector organisations 
(e.g. Cinca, Molinero and Queiroz, 2003). The search for important intangible 
resources revealed that many researchers do not provide a detailed definition of the 
specific items. Further, most of them do not identify the importance of specific 
intangible resources but rather mention them as being existent in organisations. Thus, 
focus was placed on the identification of empirical studies that clearly identified the 
importance of specific intangible resources. In order to provide a structured 
overview, the taxonomy discussed in the previous chapter, i.e. the division into 
human capital, structural capital, social capital, and relational capital is applied.
4.4.1.1 Human Capital
Several studies (Habersam and Piper, 2003; Peng, Pike and Roos, 2007) have 
confirmed the overall importance of human capital for running a hospital. The study 
of Peng, Pike and Roos (2007) identified knowledge as highly important for hospitals. 
The findings of Habersam and Piper (2003) revealed the value of structural 
knowledge (i.e. about the structure and processes of the organisation) and specialised 
knowledge. Cinca, Molinero and Queiroz (2003) claim that knowledge about 
working procedures and ways of approaching problems is essential.
Empirical studies have further found that in the healthcare environment personal 
professional experience is strongly associated with ensuring high performance 
services (Habersam and Piper, 2003). Van der Meer-Kooistra and Zijlstra (2001) 
declare that the experience of staff is among the crucial resources used to deal with 
new extemal and internal situations in a stmctured manner. By contrast, Anand, 
Click and Manz (2002) assert that experience is of less use to today’s employees 
because firms are increasingly faced with novel and unexpected situations.
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Other components of human capital identified in empirical studies include top 
managers’ personal relationships, staff capabilities in healthcare delivery, top 
managers’ capabilities in decision-making, the professional competence and skills of 
medical staff, and the managerial talent of administrative staff (Peng, Pike and Roos, 
2007). Habersam and Piper (2003) found that education, further training, and the 
personal ability to put knowledge into practice are crucial. In addition, social 
competence such as sensitivity, friendliness, and communication abilities were 
identified as inevitable prerequisites for a high performing hospital.
The most significant components of human capital identified by Cinca, Molinero and 
Queiroz (2003) include permanent training effort, promotion opportunities, 
incentives, the aptitude of staff, and skills. Further, Cinca, Molinero and Queiroz 
(2003) emphasise the importance of staff having a service-oriented attitude. In this 
context, Steckel and Grebner (2006) argue that within hospitals, a service-and quality 
oriented culture can rarely be found because work processes have not changed over a 
very long time. However, no empirical study on intangible resources has confirmed 
the importance of attitude.
4.4.1.2 Structural Capital
Structural capital in hospitals includes a well-operated organisational structure (Peng, 
Pike and Roos, 2007; Habersam and Piper, 2003). This was also confirmed by 
studies conducted in other public sector organisations (Galbreath, 2005). In this 
context, Cinca, Molinero and Queiroz (2003) found that processes and work 
procedures are crucial in ensuring high performance services. Further, Peng, Pike 
and Roos (2007) showed that the standardisation of operational processes can be 
important to hospitals. The study further found the importance of an efficient 
information system for internal and extemal communication. In this context, 
Habersam and Piper (2003) identified the importance of software systems, in 
particular software for evidence-based medicine. Peng, Pike and Roos (2007) 
revealed the relevance of information and communication systems for hospitals. 
They found that information technology is particularly important for internal and
94
Chapter 4 Literature Review
extemal communication but also for effective knowledge management. In terms of 
information technology, information systems for clinical and medical service 
operations are most important.
Other stmctural elements that are relevant in hospitals or public sector organisations 
include the implementation of efficient human resource management activities such 
as education and training programmes (Peng, Pike and Roos, 2007; Galbreath, 2005). 
In addition, knowledge management activities were identified as important 
(Habersam and Piper, 2003; Peng, Pike and Roos, 2007).
4.4.1.3 Social Capital
Only a few studies explicitly analysed the meaning of social capital. However, many 
researchers (e.g. Wilson, 2002) seem to be aware of the great differences that exist 
between the occupational groups in hospitals and, consequently, of the difficulties 
that might occur when building intra-organisational relationships. Above all, the 
division between medical and administrative range was shown to aggravate 
operations (Noseworthy, 2002). Therefore, it seems to be important that mutual 
understanding is promoted in order to reduce prejudice between the groups.
Some prerequisites that are discussed in the social capital literature were identified in 
the empirical studies under review- but in a different context. The study of Peng, 
Pike and Roos (2007) found that a hospital has to have the capability of coordinating 
and integrating cross-departmental functions. Habersam and Piper (2003) revealed 
that mutual trust among employees is crucial. Peng, Pike and Roos (2007) identified 
the importance of cultural identity, and Cinca, Molinero and Queiroz (2003) 
identified corporate culture as an important intangible resource.
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4.4.1.4 Relational Capital
The literature review revealed that in public organisations, including hospitals, image 
and reputation are highly valued components of relational capital. This was also 
confirmed in studies conducted by Peng, Pike and Roos (2007) and Habersam and 
Piper (2003). Moreover, relationships to the plenteous extemal stakeholders were 
mentioned (Cinca, Molinero and Queiroz, 2003). The study of Peng, Pike and Roos 
(2007) revealed that relationships with patients, government agencies, employees, 
media and suppliers, competitors, and research institutions are important. A key role 
plays the creation of strategic partnerships with other health service providers. 
Yavas and Romanova (2005) found the following reasons for the creation of 
partnerships in hospitals: sharing risks, the reduction of the duplication of services 
and facilities, an increased clinical effectiveness, improved financial performance, 
access to new markets and the increase of the occupancy rate. Walther (2005) notes 
the overall importance of financial motives. He holds the opinion that it is mainly an 
increasing cost consciousness, which leads to the establishment of partnerships with 
other organisations. Habersam and Piper (2003) identified that a key indicator of 
high relational capital is the satisfaction of patients. In addition, the results of the 
study of Habersam and Piper (2003) emphasised the importance of the exchange of 
experience to other hospitals.
Overall, it can be seen that due to the vast number of intangible resources, 
congmence exists only to a limited extent in terms of identifying the most important. 
Differences might exist because of the different criteria with which the importance is 
measured. While some researchers measure importance in terms of the creation of 
sustainable competitive advantage (Tanner, 2006), others base it on organisational 
performance (Peng, Pike and Roos, 2007; Habersam and Piper, 2003).
4.4.2 Human Resource Management
The delivery of health services substantially relies on the human resources an 
organisation has at its disposal. The literature revealed that human resources possess
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numerous intrinsic abilities, skills, and capabilities, which, in this research, are 
referred to as human capital. The tools for the management of human resources 
might address these components and help to develop them. However, research has 
found that many hospitals do not seem to realise the importance of comprehensive 
human resource management (Walther, 2005). Rather, it was found that in many 
healthcare organisations, human resource departments merely fulfil operational and 
administrative functions and do not understand the meaning of human resources for 
creating value to the organisation (Becker, Huselid and Ulrich, 2001).
Next to the capabilities of leaders and managers, social and political factors seem to 
affect the HR strategy of the management in healthcare organisations (Walther,
2005). Hyde et al. (2006) point out that factors such as the expectations and powers 
of employees, the degree of labour scarcity and the existence of labour laws and 
social norms might be influential. Kriegel (2005) finds that hospitals, as part of the 
public sector, often face bureaucratic regulations. Indeed, the literature review on 
healthcare systems revealed that hospitals are required to have numerous regulatory 
bodies, which protect the rights of employees. In this context, Siddiqui and Kleiner 
(1998) emphasise the importance of good relationships between these bodies and the 
management of the organisation. It is claimed that these regulations hinder the 
flexible arrangement of HR policies and, therefore, lead to significant disadvantages 
in the competitive market, as they do not allow the employers in the hospital sector 
to take disciplinary action towards staff (Wather, 2005; German Science Council,
2006). Kriegel (2005) notes that political and economic factors might have negative 
effects on the implementation of flexible and progressive management tools. They 
might slow down the required adjustments to achieve high organisational 
performance.
Bratton (2007) divides the main activities of effective human resource management 
into recruitment and selection, performance appraisal, training and development, 
reward management, involvement and empowerment of staff. These activities are 
considered in the research. Other aspects, such as grievance management, are not
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taken into account. The importance of these activities has been widely recognised by 
researchers and practitioners and extensive research has been undertaken.
4.4.2.1 Recruitment and Selection
Healthcare organisations are constantly required to fill new employee positions as 
market areas are expanded or new services offered. In addition, professionals who 
left the organisation have to be replaced and services or technologies that have been 
modified have to be staffed (Siddiqui and Kleiner, 1998). Since hospitals generally 
have to follow trade union agreements, the recruitment process might primarily focus 
on the internal labour market in order to provide job security to employees (Boxall 
and Purcell, 2003; McBride and Hyde, 2006). In this context, Cinca, Molinero and 
Queiroz (2003) assume a rigid bureaucratic system in public sector organisations 
which impedes the extemal recmitment of good professional workers. Indeed, it is 
likely that, based on trade union agreements, staff are not sacked but rather shifted to 
comparable positions (Siddiqui and Kleiner, 1998). This implies the importance of 
the appropriate placement of staff. Siddiqui and Kleiner (1998) claim that an 
organisation has to have methods in place to choose and place the most appropriate 
person to the position.
4.4.2.2 Performance Appraisal
Performance appraisal is the “systematic evaluation o f  an employee’s work 
behaviour on criteria measuring important job-related activities” (Siddiqui and 
Kleiner, 1998, p. 145). The appraisal of performance is undertaken for two main 
purposes. First, the control of individual performance to be able to make decisions 
related to pay, promotion and career. Second, the development of individuals, which 
refers to the identification of training needs. Instmments that are applied in hospitals 
in order to measure individual performance comprise various appraisal systems such 
as peer and team appraisal, observation, and interviews (Strike, 1995; Shaw, 2003). 
Performance appraisals can be undertaken by the immediate manager, other staff or 
other stakeholders related to the organisation such as customers and clients (Gold,
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2007). The assessment of individual performance is one of the key management 
tools for the adequate management of human resources. By knowing the 
performance of (potential) employees, purposeful decisions can be made in terms of 
employing, training and developing, and rewarding them.
Issues that might occur when appraising staff performance are related to the criteria 
of measurement, which have to be objective and reliable (Siddiqui and Kleiner, 
1998). In public sector organisations, it can be assumed that several forces impede 
the carrying out of performance appraisals. The regulations of the trade union might 
prevent the measurement of individual performance, as unions perceive it as an 
attempt by the management to control; and staff are likely to reject the appraisal of 
their performance. Hatch and Dyer (2004) acknowledge the difficulties of the 
managers in identifying staff performance in order to deploy employees most 
productively. Huselid (1995) claims that many leaders and managers fail to realise 
the potential of their staff. Consequently, according to Huselid (1995), a danger 
exists that human resources are inappropriately deployed and may even be 
underutilised.
4.4.2.3 Training and Development
In situations where there are problems in employing new staff, more attention has to 
be paid to training and developing existing human resources. Luethy (2003) agrees 
and claims that, in general, hospitals realise the importance of personnel 
development. The overall relevance of developing staff for the sustainability of the 
organisation has been confirmed in the literature (e.g. Skaggs and Youndt, 2004; 
Wilcox King and Zeithaml, 2001). Litschka, Markom and Schunder (2006) point out 
that the development of human resources is also the responsibility of individuals and, 
thus, not only an organisational task. This is in agreement with Habersam and Piper 
(2003), who found that the concept of “learning by doing” is important in hospitals. 
Habersam and Piper (2003) revealed that this would allow individuals to have 
personal experience related to the structure and social processes of the organisation.
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Cinca, Molinero and Queiroz (2003) claim that an organisation has to ensure that the 
knowledge of staff is always up-to-date. This is particularly true for a knowledge 
and skill-based workforce such as healthcare professionals. Due to constant 
environmental and technological changes in the healthcare sector, the regular 
updating of healthcare professionals is highly important (Siddiqui and Kleiner, 1998). 
The continuous development of staff, however, would cost precious financial 
resources and time (Fottler, Hernandez and Joiner, 1994).
The process of training and development strongly affects the creation of knowledge- 
a process that is described by the knowledge creation cycle of Nonaka and Takeuchi 
(1995). They describe the knowledge creation process by analysing four steps, i.e. 
the socialisation, externalisation, combination, and internalisation of knowledge. 
During the socialisation process, tacit knowledge is transferred between employees 
through observation and imitation.
The externalisation process is characterised by converting tacit knowledge into 
explicit knowledge. For this, internal training group activities can be useful as they 
foster expressing tacit thoughts and hidden ideas that are difficult to communicate. 
The use of stories, metaphors, and analogies can be helpful (Nonaka and Takeuchi, 
1995).
In the combination process, explicit knowledge is transferred. This seems to be the 
most applied form of training. Presentations, meetings, electronic network systems, 
and databases are seen as important as they facilitate the utilisation and 
dissemination of explicit knowledge (Nonaka and Takeuchi, 1995).
The usefulness of training and development can be measured by the degree of 
internalisation. It is the process of converting explicit knowledge into tacit 
knowledge and shows whether new knowledge becomes part of the individual’s 
inherent resources. The process is facilitated by resources such as documents, 
manuals, and the verbal exchange of experience (Nonaka and Takeuchi, 1995).
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4.4.2.4 Reward Management
Another aspect is related to the motivational aspect of training and development. 
Inman, Blumenfeld and Ko (2005) explain that training can be an effective means for 
boosting morale as staff will leam new skills and feel pride in their professional 
growth. Research has found that motivation could be enhanced by several means. 
Apart from monetary rewards, the literature suggests that opportunities to travel to 
seminars or conferences be given (Bdvinsson and Camp, 2005). Edvinsson and 
Camp (2005) note that high-performing individuals need systems that reward and 
motivate them in order to keep employees in the organisation. The literature further 
demands special reward and incentive systems in order to encourage knowledge 
creation and sharing (Zhou and Fink, 2003).
4.4.2.5 Involvement and Empowerment of Staff
The literature identifies the involvement and empowerment of staff as an approach to 
enhance their organisational commitment. Based on increased commitment, the 
involvement of staff can result in greater learning activities and the identification 
with the organisation (Bratton, 2007). The involvement of staff can take various 
degrees such as local and organisational involvement-and many forms such as 
quality circles, teamwork, and empowerment (Holden, 2007).
Companies may apply the approach of empowerment for its numerous benefits. 
Holden (2007) identifies benefits such as enhanced loyalty and commitment, more 
effective communication and a greater awareness of business needs among 
employees. For effective involvement and empowerment, the evaluation of staff 
performance and potential is important, because it can be argued that many 
employees are more knowledgeable than their supervisors in detailed aspects of the 
job (Saleem et al., 2006). Spreitzer (1996) identifies training and development as a 
prerequisite for empowerment.
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In practice, evidence could be found that healthcare systems place emphasis on 
strengthening the workforce through learning and development (e.g. "Putting people 
at the heart of the public services", DH, 2004) and "A Health Service of all talents: 
developing the NHS workforce consultation", DH, 2000).
4.4.3 Knowledge Management
The literature review described research on the implementation of knowledge 
management activities in the public sector. Brailer (1999, p. 6 ) relates the 
management of knowledge in health services to "any systematic process designed to 
acquire, conserve, organise, retrieve, display and distribute what is known." He 
further explains that health services could benefit from knowledge and experience 
gained in other business fields. Lelic (2002) mentions some of the benefits resulting 
from knowledge management activities such as cost reduction, enhanced job 
flexibility through enhanced learning opportunities and improved responsiveness to 
patients’ needs. Wilson (2002) explains that within the healthcare sector, knowledge 
management may offer a range of benefits to hospitals and healthcare professionals 
such as improved patient care. Brailer (1999) describes reasons for implementing 
knowledge management in healthcare organisations such as healthcare accreditation 
standards, the competitive differentiation against other organisations and the 
possibility of quality improvement.
Knowledge management initiatives in healthcare organisations encompass critical 
care pathways, collaborative care plans, evidence-based practice, best practices, 
communities of practice, and intra-organisational networks (Wilson, 2002). Despite 
these efforts, it was found that there is still a lack of awareness of knowledge 
management in the hospital sector (Cong and Pandya, 2003). Brailer (1999) assumes 
that employees in hospitals apply elements of knowledge management without 
defining them as such. Habersam and Piper (2003) revealed that a ‘deep trench’ 
between the occupational groups might hinder the application of knowledge 
management activities, above all knowledge sharing. This would isolate existing 
expertise. The same was found by Wyatt (2001), who stated that each of the
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occupational groups seemed to be reluctant to understand other occupational groups 
and did not consider the sharing of any kind of knowledge and experience.
The literature provides various frameworks for an effective management of 
knowledge. Lettieri, Borga and Savoldelli (2004) propose a seven-steps approach for 
the management of knowledge in public sector organisations. They distinguish 
between knowledge acquisition, codification, storage, retrieval, diffusion and 
presentation, the application and creation of knowledge. The stages of Lettieri, 
Borga and Savoldelli’s (2004) approach are explained in the following:
4.4.3.1 Acquisition of Knowledge
The acquisition of knowledge can be done by using a variety of sources such as 
extemal information and the knowledge of colleagues. This step focuses on all 
activities, which help to collect and exploit knowledge. Lettieri, Borga and 
Savoldelli (2004) found that in public sector organisations there is a tendency to 
acquire knowledge through informal and personal contacts. They argue that such 
behaviour might reduce the level of exchange and sharing of knowledge and lead to 
an inefficient way of spreading knowledge. Habersam and Piper (2003) found that in 
hospitals knowledge is acquired by educational tools such as books and journals, 
conferences and training courses.
4.4.3.2 Codification of Knowledge
The process of codification means “identifying, capturing, indexing and making 
available explicit knowledge to professionals ... who are willing and able to apply 
the knowledge in solution o f  everyday problems” (Wyatt, 2001, p. 6 ). Codification 
addresses the collection of available knowledge by using common formats such as 
manuals, reports or success stories. Lettieri, Borga and Savoldelli (2004) adopt the 
idea to create “yellow pages”, i.e. an overview of who knows what in an organisation. 
According to them, difficulties during the codification process occur at the attempt to 
codify tacit knowledge. Within healthcare organisations, examples for codifying
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knowledge include the establishment of clinical pathways, protocols, and guidelines. 
The approaches of the British NHS, for example, encompass the National Service 
Frameworks and guidelines from NICE (Wyatt, 2001).
4.4.3.3 Storage and Retrieval of Knowledge
Either the storage of knowledge takes place within an individual (i.e. tacit knowledge) 
or via information systems such as databases, manuals, and archives. For the 
establishment of such an infrastructure the maintenance and usage of these systems is 
necessary. Cong and Pandya (2003) distinguish between structured ways of storing 
knowledge, such as databases, and unstructured ways such as email traffic. Lettieri, 
Borga and Savoldelli (2004) point out that the process of storing knowledge should 
be kept simple, fast, and precise in order to ensure an easy and fast access to and the 
retrieval of existing knowledge. Within the NHS, the opportunity of storing and 
retrieving knowledge is given by the establishment of the National Electronic Library 
for Health (Wyatt, 2001). Other initiatives focused on information technology and 
the creation of better access and management of knowledge (as stated in "Building 
the information core implementing the NHS plan”, DH, 2001).
4.4.3.4 Distribution and Presentation of Knowledge
Knowledge distribution and presentation refers to the accessibility to anyone who 
might need it. The distribution of knowledge refers to the transfer and sharing of 
knowledge, which can be facilitated by mechanisms such as regular meetings, the 
creation of social relationships, and the style of leadership (Lettieri, Borga and 
Savoldelli, 2004). Tsai (2002) also emphasises the significance of social capital for 
sharing intra-organisational knowledge. Another important factor for the distribution 
of knowledge is the regular and open dialogue and communication between 
organisational members (Nonaka and Takeuchi, 1995). Anand, Glick and Manz
(2 0 0 2 ) explain that the transfer of tacit knowledge requires above all personal 
communication that allows direct and intense interaction between the members of 
staff. Wyatt (2001) raises the issue that the sharing of knowledge among medical
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staff might only reluctantly take place since they would be independently working 
individuals.
4.4.3.5 Application of Knowledge
The usefulness of the information stored and shared is an indicator of the application 
of knowledge. The more new knowledge is applied and integrated into work 
processes, the more useful efforts on the acquisition, storage, and distribution of 
knowledge seem to be (Lettieri, Borga and Savoldelli, 2004). The authors further 
state that the integration of new knowledge into working processes stimulates the 
accumulation of new experience, the interaction with other colleagues, and the 
generation of new ideas.
4.4.3.6 Creation of New Knowledge
It is through this process that new knowledge is created, which, consequently, 
nourishes the entire knowledge management cycle (Lettieri, Borga and Savoldelli, 
2004).
Looking at these different steps shows the role of other intangible resources such as 
the establishment of extemal and internal relationships, the maintenance of 
documents and the existence of factors such as tmst and motivation. Other 
preconditions for effective knowledge management are the establishment of a 
technological infrastmcture including the establishment of an organisation-wide 
intranet with extensive communication and collaboration capabilities. Further, the 
arrangement of discussion groups and chat rooms might facilitate the sharing of 
knowledge (Cong and Pandya, 2003).
The benefits of an effective knowledge management can occur at various levels in 
the organisation. Cong and Pandya (2003) describe how at individual level 
knowledge management activities can enhance skills and experience by sharing
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knowledge and learning from each other. This may result in the improvement of 
personal performance. At organisational level, knowledge management might be 
beneficial to the organisation’s performance through improved efficiency and quality. 
By better using existing knowledge or the creation of new knowledge, actors within 
the organisation might be enabled to make better decisions, improve processes and 
reduce re-work.
4.5 Measurement of Intangible Resources in Hospitals
The methods that were described in Chapter Three for measuring intangible 
resources seem to be applicable to the public sector only to some extent. It was 
shown that the “return on assets methods” and the “market capitalisation methods” 
do not reflect the single components of intangible resources. Further, these methods 
attempt to put monetary value on intangible resources based on the market value of 
the organisation. Although the “direct intellectual capital methods” identify single 
components of intangible resources, they also attempt to put monetary value on them. 
Cinca, Molinero and Queiroz (2003) argue that the three approaches are 
inappropriate for public sector organisations because, in many cases, it would not be 
suitable or possible to determine the market value of the organisation or single 
resources. Cinca, Molinero and Queiroz (2003) further assert that it is not the 
purpose of measuring intangibles to put monetary value on them but to identify their 
meaning for the achievement of organisational objectives. They conclude that the 
most appropriate approach seems to be the “scorecard methods”, which identify 
various components of intangibles by means of indicators. Since there is no 
monetary valuation, the methods in this category seem to be applicable to the public 
sector (Cinca, Molinero and Queiroz, 2003).
The balanced scorecard (Kaplan and Norton, 1992) is one of the “scorecard 
methods” that seems to be most widely adopted, although originally it was not 
designed for the measurement of intangible resources (Kaufmann and Schneider, 
2004). The balanced scorecard focuses on some intangibles within its four 
perspectives: financial, customer, internal business, and learning and growth
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perspective. Critics, though, state that important resources, such as relational capital, 
are not considered (Marr and Adams, 2004). Nevertheless, the balanced scorecard 
has found application in many public sector organisations including hospitals. Based 
on this model, the NHS developed the “Performance Assessment Framework” 
(Department of Health, 1998).
In many cases, the measurement of intangible resources is a complex and difficult 
task. Within the healthcare sector, the development of appropriate indicators still 
needs more attention. Although Wilcox King and Zeithaml (2001) emphasise the 
importance of measuring individual knowledge and skills throughout the 
organisation, currently, there is not enough research on how intangibles can be 
measured best or whether the developed measurement tools, such as the “Intangible 
Asset Monitor” (Sveiby, 1997), can be applied to hospitals.
Habersam and Piper (2003) undertook a first attempt to categorise intangible 
resources into those that can be quantified. They found that quantifiable resources 
encompass the number of complaints, total waiting times, the time-lag between 
appointment and treatment, the average length of stay and staff-related items such as 
the satisfaction and fluctuation of staff.
4.6 Reporting of Intangible Resources in Hospitals
In contrast to the efforts of private sector organisations regarding the reporting of 
intangible resources, the public sector has made fewer endeavours in this area, 
although public sector organisations are supposed to satisfy extensive information 
requests by different stakeholders (Cinca, Molinero and Queiroz, 2003). The 
previous chapter introduced some reporting guidelines. Mouritsen et al. (2004) 
proved that the Danish model of intellectual capital statements could be applied to 
public sector organisations. According to them, intellectual capital statements reveal 
how the organisation’s resources are related to its services. These statements enable 
the organisation to review its objectives and performance in relation to its intangible
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resources. Thus, they can be applied to all types of organisations. The analysis of 
the four components: knowledge narrative, management challenges, the set of 
actions and indicators to measure the actions helps organisations to manage their 
intangible resources (Mouritsen et al., 2004).
Mouritsen et al. (2004) further revealed reasons for applying intellectual capital 
reports. Internally, reports on intangible resources are perceived as useful for 
supporting the implementation of the organisations’ strategy. The management of 
the organisation is enabled to receive information about various knowledge 
management activities such as efforts related to the systematic distribution of 
knowledge. The information given in the report might further enable the 
organisation to identify training needs.
Externally, reports on intangible resources might primarily serve as a communication 
device to different stakeholders. By containing information about the organisation’s 
strategy, its related challenges, activities and measures, information might be given 
about the value of human capital and the importance of knowledge and innovation. 
It might be used for attracting new employees and other interest groups, such as 
suppliers, because it can increase their understanding of the services provided 
(Mouritsen et al., 2004).
Despite these advantages, the practical application of such reporting tools in 
hospitals is scarce. The study of Habersam and Piper (2003) showed that intangibles 
that can be reported include standard operations, simple experience, routines, laws 
and rules. The respondents in their study stated that within the context of quality 
management, detailed documentation would be required.
Practical evidence for reporting intangible resources in hospitals was found in 
Germany. The hospital group Helios Kliniken GmbH is one of the largest private 
owners of acute hospitals in Germany and one of the first hospitals that published an 
intellectual capital report in 2004. The report highlights “staff and their current
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skills as the most important resource” in their hospitals (Helios Kliniken GmbH, 
2005, p. 7). The purpose of the report is to allow interest groups the national and 
international comparison of the hospital’s performance. Further, the top 
management intends to attract new high professionals in order to increase the 
knowledge base of the organisation. Internally, the management aims to make 
existing knowledge transparent and accessible. The intellectual capital report is seen 
as a useful tool to achieve these objectives. It contains detailed information about the 
qualifications of the organisation’s human resources, their contentment with work 
and the organisation’s structural capital, which encompasses various institutions for 
knowledge transfer (e.g. Helios research centre and Helios academy). Regarding 
relational capital, information is given about existing co-operative agreements with 
other health service providers (Helios Kliniken GmbH, 2005).
4.7 Conclusions and Development of a Theoretical Model
The previous literature review revealed that the implementation of management tools 
for the effective management of intangible resources is well required in hospitals. It 
was shown that these organisations possess numerous intangible resources, which are 
important for high performance services. In particular, training and development, 
knowledge and experience were identified as important. It was also revealed that the 
creation of social relationships in hospitals is essential. However, the literature 
review also showed that gaps exist regarding the identification of the importance of 
specific intangible resources. The literature only mentions intangible resources 
rather than defining them. Empirical evidence for the importance of specific 
intangible resources hardly exists. Current studies focused very much on the private 
sector (van Beveren, 2003). Only few research efforts in hospitals have been made 
(e.g. Habersam and Piper, 2003; Peng, Pike and Roos, 2007).
The review of the literature concerning the resource management in hospitals 
revealed a limited disposal of resources in different healthcare systems. Lettieri, 
Borga and Savoldelli (2004) argue that due to the shortage of available resources, 
hospitals have to manage all resources with increased effectiveness and efficiency in
109
Chapter 4 Literature Review
order to be able to maintain or improve their performance. However, many 
researchers (e.g. Wettke, 2005) assert that the efficient use of resources in hospitals 
is still denied due to the lack of adequate resource planning and the misallocation of 
resources. Walther (2005) argues that the better use of resources might improve 
performance and enhance the opportunity to create value in core businesses. Thus, 
for each individual hospital the motivation grows for a most efficient resource 
deployment. In this context, it not only concerns to master rising patient and quality 
demands, but also an increasing medical complexity (Marsolek, 2003). The 
literature review further showed that within the public sector single human resource 
and knowledge management activities exist. Yet, attention to a holistic view on all 
important intangible performance drivers is not given.
Increased competitive pressure combined with limited financial resources requires 
hospitals to change their management. The literature has also shown that the 
management in public sector organisations, including hospitals, seems to be hindered 
by several factors. Existing organisational structures, and the traditional thinking and 
behaviour of main actors prevent the application of economic-oriented management 
tools. Primarily, regulating factors seem to impede the application of managerial 
instruments (Walther, 2005). Therefore, the presence of an appropriate style of 
leadership is increasingly important. However, it was found that rarely any research 
has explored the impact of contextual factors on the management of intangible 
resources. Some research has been undertaken, though, to identify factors that 
influence the creation of social capital. Thus, substantial research is necessary to 
identify factors that influence the management of intangible resources in hospitals.
In conclusion, not enough attention has been paid to the role and value of intangibles 
in the public sector and only few researchers have devoted attention to healthcare 
organisations (Zambon, 2002). When looking at the academic attempts to analyse 
the meaning of intangible resources in hospitals, the literature review revealed a very 
limited attention towards this phenomenon.
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These insights led to the development of a theoretical model, which is shown in 
Figure 4.1. The formulation of the theoretical model will assist the collection and 
analysis of data. A theoretical model is perceived as very useful for focusing and 
delimiting the study (Punch, 2005). The collection of a huge amount of data might 
overwhelm the researcher, thus a theoretical model facilitates being focused during 
both data collection and analysis (Gray, 2004). It describes the main variables of the 
research and demonstrates existing relationships. The findings of this research might 
require a modification of the model.
The management process of intangible resources was described in Chapter Three of 
the thesis. An important part of this process is the identification of intangible 
resources that are relevant to achieve high performance. It was revealed that, to 
achieve high performance, some intangible resources are more important than others. 
Therefore, it is intended to identify those intangible resources that are important in 
hospitals in order to achieve high organisational performance. For this, the 
classification into human capital, structural capital, social capital, and relational 
capital is applied. Due to the vast amount of intangible resources that exist in each 
organisation, the researcher decided to focus on single components that have been 
identified as important in the literature. The researcher attempted to focus on 
resources discovered in other healthcare organisations, but considering the lack of 
research in this area, intangible resources identified in the wider literature were 
added in order to analyse their importance for hospitals. The items chosen can be 
found in Figure 4.1. It needs to be pointed out that the categorisation of single items 
is an equivocal process as many resources can be classified into different categories. 
The sorting of the resources is based on existing sorting procedures in the literature 
and the judgment of the researcher.
The review of the literature further showed that various factors affect the 
management in public sector organisations. Thus, the model is extended for 
contextual factors that might influence the management of intangible resources (as 
indicated by the arrows). Petty and Guthrie (2000) argue that there is a need for the 
detailed exploration of the variables involved in the management of intangible
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resources. Thus, the researcher intends to explore outer and inner contextual factors 
that influence the effective management of these resources. The overview contains 
constructs that were found in the literature and the preliminary study. The main 
study shall give further insights into the relevance of these factors. Issues such as the 
financial situation, the style of leadership, and the profile of staff were found as 
important internal factors. As outer factors, the status of the hospital (university 
hospital), governmental regulations, and the competitive environment are analysed.
Since the literature review revealed that management activities such as knowledge 
management and human resource management are important for managing intangible 
resources, it is intended to analyse the current state of the art of an organisation’s 
related activities. However, since both disciplines form separate and well-advanced 
areas of academic research, for this research, it is not intended to thoroughly describe 
and analyse them. It is rather intended that human resource management and 
knowledge management be put in the wider context of the management of intangible 
resources. The analysis attempts to uncover the degree of effectiveness and 
efficiency in the way resources are managed in hospitals.
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Figure 4.1 Theoretical model for the research
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Chapter 5 
Research Strategy
5.1 Derivation of the Research Strategy
The understanding of the main types of paradigms or perspectives that are 
fundamental in the context of social sciences is essential for developing an adequate 
research design (Sarantakos, 1998; Easterby-Smith, Thorpe and Lowe, 1991). Figure
5.1 illustrates the philosophical train of thought when developing a research design. 
The philosophical position provides the frame for the subsequent choice of 
methodology, methods, analysis and interpretation of findings (Hignett, 2005). The 
following sections apply this logic and start with a description of epistemological 
considerations before portraying different theoretical perspectives. Methodological 
considerations and applied research methods are then the subject of deliberation.
Figure 5.1 Relationship between epistemology, theoretical perspectives, 
methodologies, and research methods
Epistemology
Theoretical
perspectives — / Methodology
---- N
— / Methods
Sources o f knowledge
• Empiricism
• Rationalism
Positivism
Interpretivism
Critical Theory
Feminism
Postmodernism
etc.
Experimental research 
Survey research 
Ethnography 
Grounded Theory 
Action Research 
Discourse Analysis 
Case Study
Sampling
Statistical Analysis 
Questionnaire 
Observation 
Interview 
Focus Group 
Document Analysis
(adapted from Crotty, 1998)
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5.2 Philosophical Considerations
Epistemology forms the philosophical basis for deciding what type of knowledge is 
legitimate and adequate (Gray, 2004). It concerns the question what is regarded as 
knowledge in the social world. Epistemology or the “theory of knowledge” is related 
to the principles and laws by which the researcher decides on how social phenomena 
can be known and how knowledge can be demonstrated (Mason, 2002). In general, 
the discussion on epistemology involves consideration of a great variety of aspects 
and, thus, numerous kinds of epistemological theory such as foundationalism, 
pragmatism, contextualism and naturalism have been developed (Moser, 2002).
Regarding the sources of knowledge, lively debate exists in relation to the two major 
theories of empiricism and rationalism (Goldman, 2002). Empiricists, such as Locke 
and Hume, claim that a belief is justified when it is based upon perceptual evidence, 
i.e. the ultimate evidence for all beliefs is acquired from and through the senses of 
human beings (Morton, 2003). Knowledge is obtained upon experience and can be 
characterised as a posteriori (Landesman, 1997). Empiricism denies that any 
knowledge, apart from trivial tautological truths can be obtained a priori (O’Connor, 
1982). The problem that occurs relates to the question of how all reasonable beliefs 
can be justified by pure perception (Morton, 2003).
By contrast, rationalism concerns the existence and importance of independent 
principles and ideas (Goldman, 2002). Thus, rationalists, such as Descartes and 
Spinoza, argue that knowledge is not based on experiences or senses but on non- 
empirical, a priori principles (Landesman, 1997). This theory states that many 
common beliefs can be justified by intellectual insight and the power of thinking 
alone, ignoring the evidence of perception (Morton, 2003). One of the main features 
is the strongly systematic character it ascribes to knowledge (O’Connor, 1982).
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5.3 Theoretical Perspectives
Having considered the different epistemological positions in terms of the acquisition 
of knowledge, the researcher is able to consider different theoretical perspectives. 
The overview given by Crotty (1998) suggests a variety of different theoretical 
perspectives. Indeed, for some social scientists there are as many approaches as 
there are groups. These include paradigms such as phenomenology, Marxism, 
hermeneutics and feminism. Other social scientists only suggest a very general 
distinction between positivistic and post-positivistic approaches and do without 
consideration of the diversity of schools that have emerged within post-positivism. 
An approach that has been fully accepted by most social scientists differentiates 
between positivism and interpretivism (Sarantakos, 1998). This model has been 
expanded later by critical theory as a third paradigm. Being the most influential 
theoretical perspectives (Gray 2004), positivism and interpretivism are discussed in 
detail.
Positivism is the oldest of theories in social science. It is not a firm approach but a 
system with various theories, principles, and views. Branches of positivism, such as 
logical positivism and neo-positivism, have emerged (Sarantakos, 1998). The basic 
belief is that reality is independent of human consciousness, but objective and resting 
on order. Positivist principles emphasise that science is based on universal causal 
laws, strict rules, and procedures. It is assumed that human beings are rational 
individuals who are governed by social laws (Sarantakos, 1998). Positivistic 
researchers follow natural science as a model and look for the existence of constant 
relationships between two or more variables by using sampling techniques and causal 
models. In this context, science becomes plausible and possible because every 
scientist is looking at the same bit of reality and sees the same phenomenon (Robson,
2002). According to Orlikowski and Baroudi (1991), positivist studies are 
characterised by formal hypothesis testing, quantifiable measures of variables and the 
drawing of deductions about a phenomenon from a sample to a stated population.
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In relation to these assumptions, critics challenge the overall standard view of 
positivism arguing that reality cannot be defined objectively but only subjectively. 
Further, they dispute the overemphasis on quantitative measurement stating that it 
cannot capture the real meaning of social behaviour. Critics claim that the methods 
of natural sciences are not adequate for social science. Consequently, they question 
the assumption of individuals being natural elements by asserting that these would 
have their own perceptions and interests (Robson, 2002).
The theory of interpretivism challenges some of the assumptions of the positivistic 
approach. In contrast to the positivistic perspective, the interpretive approach 
emphasises human interaction and understanding as part of valid knowledge. The 
theory holds that reality is subjective, in the minds of people and internally 
experienced. Interpretivists state that the world is too multifaceted to be reduced to a 
set of observable laws. They neglect the general law of a restrictive nature and reject 
the use of quantitative, positivist methods and assumptions because of the possibility 
of different interpretations of social phenomena (Seale, 1999). Instead, these 
researchers seek an understanding of the deeper constitution of a phenomenon. Since 
understanding, meanings, and interpretations are important, this approach forms the 
basis for many researchers for explaining social life and social events. Interpretive 
researchers mainly apply an inductive research approach, proceeding from the 
specific to the general (Sarantakos, 1998). One of the criticisms of interpretive 
methods is that they involve the experiences and rely on the judgmental abilities of 
the researcher (Alwis, 2004). The interpretive perspective is diverse and includes 
theories such as phenomenology, hermeneutics, and symbolic interaction.
Having briefly outlined the two main theoretical perspectives, decisions can be made 
on the design of the research. The research addresses the understanding and 
awareness of intangible resources in hospitals and seeks the participants’ subjective 
opinion and understanding. It is further intended that participants be encouraged to 
describe their view of the organisational world around the issues of managing 
intangible resources. It is assumed that reality is socially constructed and knowledge
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derived from interpretations made by the researcher. Consequently, the thesis shares 
the view of social scientists, who adopt an interpretive approach.
5.4 Methodological Considerations
Based on the nature and principles of the theoretical perspectives, two main 
methodological approaches, namely the qualitative and quantitative approach, are 
used for researching management issues. Depending on the context of application, 
both methodologies can be right and useful (Sarantakos, 1998). Although many 
social researchers find it helpful to differentiate between these two approaches, it is 
also important to be aware of the interconnections between them (Bryman, 2004). 
Since similarities exist, combinations and linkages of both methodologies are 
discussed and established by different social scientists. Blaxter, Hughes and Tight
(2 0 0 1 ) provide different examples and explain that qualitative research can be used, 
for instance, for testing theories and hypotheses and may also include quantifications. 
In addition, quantitative research can also be used for exploring a particular area. 
Consequently, the distinction is not rigorous. Other researchers strictly reject the 
distinction between the two research approaches and consider it as ambiguous and 
reject it as not being useful or even wrong (Bryman, 2004). Nevertheless, this 
division is followed in the thesis because it helps to clarify the understanding 
between the different approaches and methods related to qualitative and quantitative 
methodologies. Before selecting an approach for the research, the two perspectives 
are considered in more detail.
5.4.1 Quantitative Methodology
Quantitative research is mainly based on the positivist philosophy and follows the 
assumption that there is only one reality, which is objective in nature. It holds the 
position that human beings are governed by the social world in the same way that the 
naturalistic world is determined by rigid laws (Sarantakos, 1998). Based on this 
view, quantitative researchers tend to apply the practices of natural scientific models. 
The focus of quantitative research is placed on the formulation and testing of theories
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and hypotheses about the causal relationship between a small number of variables, 
which are investigated by using a deductive approach (Bryman, 2004; Patton and 
Appelbaum, 2003). Being rather detached from the research process, the quantitative 
researcher aims to proceed in a highly structured manner to be able to gain 
objectively measurable facts (Walther, 2005). By using methods such as 
experimental research or surveys, these facts are mostly gained from a large scale 
with the intention to produce representative and generalisable data (Blaxter, Hughes 
and Tight, 2001). For the analysis, quantitative researchers apply statistical tools, 
which abstract data from real life (Walther, 2005). Consequently, quantitative data 
are perceived to be “hard” data which are robust and unambiguous (Bryman, 2004). 
Flick (2006, p. 12) illustratively summarises the purpose of quantitative research 
which is:
‘Vo clearly isolate causes and effects, to properly operationalise 
theoretical relations, to measure and quantify phenomena, to create 
research design allowing the generalisation o f  findings, and to 
formulate general lawsC
The restricted perspective of quantitative research on the differences within social 
reality is reason for strong criticism. It is argued that quantitative researchers fail to 
differentiate people and social institutions from the “world of nature”. Therefore, a 
realistic view of the world cannot be provided. Quantitative researchers heavily rely 
on instruments and procedures, which prevent the reflection of everyday life. 
Further, quantitative research is criticised for its rigorous measurement processes as 
being artificial and conveying the impression of accuracy and precision. Another 
problem is seen in the focus on the relationships between variables, which creates a 
static view of social life that does not reflect the complexity of people’s lives 
(Bryman, 2004).
5.4.2 Qualitative Methodology
Qualitative research is manifold and pluralistic with regard to its theoretical 
perspectives. It can be guided by such paradigms as positivism, post-positivism.
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interpretivism and critical theory (Punch, 2005). Based on these distinctive 
perspectives, qualitative research functions rather as an umbrella, which comprises a 
great variety of research approaches (Flick, 2006). Nevertheless, it features a 
number of common characteristics. For qualitative researchers, social reality is not 
objective but created by the interaction and interpretation of the researcher within a 
specific setting (Sarantakos, 1998). Further, qualitative research takes place in a 
natural situation and seeks to understand and analyse the culture and behaviour of 
human beings from the point of view of those being examined (Bryman, 2004). The 
qualitative researcher is encouraged to be close to the subject being explored and to 
provide an inside-out-perspective (Walther, 2005). Because of the close proximity, 
the researcher is enabled to obtain a “holistic” overview of the context under 
investigation (Miles and Huberman, 1994). As a result, qualitative studies often 
provide a great amount of detailed information on the meanings, concepts, and 
characteristics of relevant issues (Berg, 2004). Mason (2002) states that qualitative 
research is often about exploring the depth, complexity and understanding of the 
world. Based on these assertions, qualitative researchers are concerned with small- 
scale aspects of social reality (Bryman, 2004). The intention is the exploration of a 
particular area in order to obtain an in-depth understanding of the complex 
interrelationships between different subjects. Thus, an inductive approach is 
predominantly emphasised (Greenhalgh, 2000). To investigate the different 
perspectives of the complex social setting, qualitative research is inherently multi­
method in focus (Flick, 2006). Methodologies such as action research and case 
studies tend to use qualitative approaches such as focus groups, observations, and 
interviews.
Qualitative research is often criticised as being too subjective since interpretations 
and meaning are given by the researcher. Thus, the findings are highly dependent on 
the researcher’s abilities and very subjective in nature. Consequently, problems of 
reliability arise. It is the very unsystematic view of the researcher about what are 
important aspects that nourishes criticism. Since qualitative studies mainly focus on 
a smaller number of instances, further major problems refer to the representativeness 
and generalisability of findings. In addition, it is often argued that qualitative studies
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can only be replicated with enormous difficulties since standardised procedures are 
rarely followed (Bryman, 2004; Sarantakos, 1998). The practice of qualitative 
research is sometimes disparaged as being non-scientific and thus, invalid (Berg, 
2004).
A decision for a qualitative approach further requires the consideration of practical 
issues related to this methodology. Conducting qualitative research is very time- 
consuming and contains the risk of collecting meaningless information because of 
the huge amount of information that exists (Sarantakos, 1998). Another critical issue 
is related to gaining access to the field of study, in particular, to the appropriate 
institutions and people. The researcher expects participants to disclose part of their 
everyday life, which puts enormous demands on the persons involved. Research in 
organisations is perceived as even more complicated as different levels are involved 
in the permission of access. Here, it does not only concern the willingness and time 
of the participants but also the authorisation by responsible bodies (Flick, 2006). 
Wolff (2004) points out various problems that may occur when conducting research 
in organisations. According to him, the organisation would always perceive the 
researcher as an intrusion into the social system. The researcher might be seen as a 
disruptive factor, which might disclose limitations of organisational activities. 
Danger might be felt because the ulterior motives of the research are unclear to the 
institution. Issues around data protection might occur. In general, the researcher 
cannot offer anything to the institution although expectations of the organisation 
might exist (Flick, 2006).
The overview, given in Figure 5.2, provides a summary of the fundamental 
characteristics of quantitative and qualitative methodology.
121
Chapter 5 Research Strategy
Figure 5.2 Comparison between the essential features of qualitative and 
quantitative research
Quantitative Research Qualitative Research
• Purpose: to explain social life • Purpose: to understand social life
• Aims at theory testing • Aims at theory building
• Employs an objective approach • Employs a subjective approach
• Research process is predetermined • Research process is influenced by the 
respondent
• Researcher is distant from respondent • Researcher is close to the respondent
• Uses a static and rigid approach • Uses a dynamic approach
• Is particularistic, studies elements, variables • Is holistic: studies whole units
• Employs a reductive data analysis • Employs an explicative data analysis
• Places priority on studying differences • Places priority on studying similarities
• Employs high levels o f  measurement • Employs low levels o f  measurement
• Employs a deductive approach • Employs an inductive approach
(Source: Sarantakos, 1998)
5.5 Case Study Research
5.5.1 General Explanations
Within qualitative research, the case study approach is frequently used as it allows 
obtaining a deep understanding of the phenomenon under study. Case study 
researchers often use a mix of qualitative and quantitative evidence, although 
qualitative methods clearly predominate (Patton and Appelbaum, 2003). Hence, the 
qualitative approach to case studies reflects the concepts of qualitative methodology. 
Although there is an extensive application of case studies for research in social 
sciences (Denscombe, 2003), the term “case study” has been used with very different 
meanings. While some researchers apply a broad perspective and consider it as a 
legitimate research strategy, for other social scientists it is no more than a data 
collection method (Patton and Appelbaum, 2003). Researchers (e.g. Yin, 2003) 
agree that the basic idea of case study research is to study one or a small number of 
cases in detail by means of whatever methods seem appropriate. The general
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intention is to develop a holistic picture of the case in its natural setting under 
consideration of its complexity and context. Case study research aims to reflect and 
understand the completeness and unity of the case being studied (Punch, 2005). It is 
seen as an appropriate strategy in cases where the researcher has little control over 
events (Yin, 2003). The definition given by Yin (2003, p. 13) provides an adequate 
summary of the main points. He states that:
“a case study is an empirical inquiry that investigates a contemporary 
phenomenon within its real-life context, especially when the 
boundaries between the phenomenon and context are not clearly 
evident. ”
The objective is not to produce a standardised set of results, but a coherent and in- 
depth understanding of a real-life phenomenon (Ward Schofield, 2000). From this 
perspective, case study researchers eschew a world of simplicity and uniformity and 
rather picture a world of complexity and plurality (Orum, Feagin and Sjoberg, 1991). 
Case study research is about exploring a specific case with its specific themes and 
topics but from a much more focused view of people, situations, and contexts (Gray, 
2004). Miles and Huberman (1994, p. 25) define a case as “a phenomenon o f some 
sort occurring in a bounded contexts As such, cases can be an individual person, a 
role, a small group, an organisation, a community, or a nation. Case studies can 
uniquely explore the knowledge of individuals and organisational, social, and 
political phenomena (Patton and Appelbaum, 2003). Donmoyer (2000) claims that 
case study research might give access to places where most people would not be able 
to go. It allows the experience of unique situations and individuals and can be seen 
as highly persuasive as data are drawn from people’s experience and practice. Case 
study research enables the researcher to investigate the complexity of social life as 
focus is only put on a few instances (Cohen and Manion, 2001). Valsiner (1986) 
notes that the study of individual cases has always been the main approach in the 
advancement of knowledge about human beings. A major objective is the creation of 
theories (Riege, 2003) by mainly using an inductive approach, which is a typical 
feature in qualitative research. It is the primary purpose of an inductive approach to
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allow research findings to emerge from significant themes inherent in raw data 
(Thomas, 2003).
5.5.2 Types of Case Studies
Different purposes of research require different forms of case study design. Thus, a 
great variety of case study approaches has evolved. Case studies may vary according 
to the number of cases studied, their depth, the size of the cases, and the extent to 
which the researcher documents the context of the case in terms of the wider society 
and/or historically (Hammersley and Gomm, 2000). For a classification, Yin (2003) 
proposes two main types of case study design, namely a single case study and a 
multiple case study. Both types can be either embedded or holistic in nature. Yin 
(2003) refers to embedded case studies as involving more than one unit of analysis, 
whereas holistic case studies examine only the global nature of an organisation or 
programme. Yin (2003) further gives several rationales for using a single case study 
approach. He suggests that a single case study is appropriate if the case is critical for 
testing a well-formulated theory. In addition, a single case study might be useful if 
the case represents an extreme or unique case. A representative or typical case might 
be chosen if it is the objective to capture the circumstances and contextual factors of 
a common situation. Another reason for choosing a single case study might be that 
the case is revelatory, i.e. if the social context was previously not accessible to 
researchers. Lastly, Yin (2003) proposes choosing a single case study if it concerns a 
longitudinal research approach. Researchers, conducting a single case study, should 
be aware that the single case might be unique in itself and might turn out not to be 
what it was supposed to be. Great dangers lie in choosing the “wrong” case and 
misinterpreting findings as data cannot be understood without knowing about other 
cases (Stake, 2000a). Therefore, Yin (2003) recommends that evidence is collected 
from at least two case studies as evidence from multiple cases is often regarded as 
more compelling (Herriott and Firestone, 1983). Considerable limiting factors of 
multiple cases are the available time and resources (Yin, 2003).
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Stake (2000a) provides a different distinction between three main types of case 
studies. First, intrinsic case studies are applied if the researcher seeks a better 
understanding of a particular case. Second, Stake (2000a) considers the instrumental 
case study, whereby a particular case is researched to gain insight into an issue or 
refine a proposed theory. Third, Stake (2000a) adds the collective case study, where 
the instrumental case study is extended to cover several cases with the aim to learn 
more about a phenomenon, population, or general condition.
5.5.3 Characteristics, Strengths, and Limitations of Case Studies
Most of the case study approaches can be characterised by aspects such as suggested 
by Denscombe (2003). These can also be seen as distinguishing marks in 
comparison to quantitative approaches such as experimental research and surveys. 
According to Denscombe (2003), case study research focuses on
• Depth of study rather than breadth of study
• The particular rather than the general
• Relationships/ processes rather than outcomes and end-products
• Holistic view rather than isolated factors
• Natural setting rather than artificial situations
• Multiple sources rather than one research method
Further distinctive characteristics refer to the negation of empirical generalisation 
(Hammersley and Gomm, 2000). Many case study researchers actively reject 
generalisation as a goal or give it at least a low priority (Ward Schofield, 2000). 
Indeed, the lack of generalisation is seen as the major weakness of case study 
research. This issue has been under considerable debate for a long time. Qualitative 
researchers argue that case studies do not have to make any claim about 
generalisability since it would not be their purpose (Hammersley and Gomm, 2000). 
Stake (2000b) even criticises the notion of generalisation arguing that it might help to 
understand general conditions but it can also lead someone to see phenomena more
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simplistically than one should. In this context, Jensen and Rodgers (2001) state that 
many critics do not appreciate each case study’s importance to the whole network of 
research. Punch (2005) suggests three ways of achieving generalisability. First, 
from sample to populations, as quantitative researchers usually prefer, second the 
analytic way, i.e. to expand and generalise theories and third the case-to-case transfer. 
Thus, the goal is not to achieve statistical generalisation (Yin, 2003; Firestone 1993).
Next to its lack of generalisability, case study research has further strongly been 
faulted for its lack of rigour due to the lack of standard methodological procedures. 
This argument has indeed its right, and discipline and focus are required during the 
application of methods. In addition, formal methodologies for data collection and 
analysis have been developed (Patton and Appelbaum, 2003). Besides, it is argued 
that there is an excess of bias in the collection and analysis of empirical evidence. 
This problem results from the proximity of the researcher and the related subjectivity 
of both the researcher and informants (Patton and Appelbaum, 2003). Amaratunga 
and Baldry (2001) and Blaxter, Hughes and Tight (2001) point out that there might 
be a danger of ad-hoc theorising since the complexity of the case might hinder a 
reasonable sight of the particular and the whole.
Considering these issues, it is obvious that case study research, as each type of 
qualitative research, calls for a researcher who is most responsible for exercising 
judgments during the analysis and interpretation of data (Patton and Appelbaum,
2003). If these aspects are considered, the researcher will be able to appropriately 
deal with critical issues and benefit from the various advantages case study research 
can provide.
5.5.4 The Acceptability of Case Study Research
The assessment of the quality and acceptability of case study research often involves 
consideration of criteria such as validity and reliability. In fact, there has been some 
discussion on the relevance of such criteria. It seems that the consideration of such
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factors depends on the researchers, i.e. to what extent they think these criteria are 
appropriate for evaluating case study research. While some qualitative researchers 
diminish or even ignore the meaning of these factors, others consider them important 
for quality assessment (Bryman, 2004). Although the criteria of reliability and 
validity were derived from quantitative research, Yin (2003) supports their 
application to case study research. He assesses the quality of case study research by 
measuring such criteria as reliability, construct validity, and internal and external 
validity. However, it should be noted that several qualitative researchers suggest 
different terms to stand out against quantitative researchers. Lincoln and Guba (1985) 
propose such terms as trustworthiness, credibility, dependability, transferability, and 
confirmability. Since most of these terms show similarities to the originals, the 
approach of Yin (2003) is followed. Thus, the criteria of reliability, internal and 
external and construct validity are discussed.
5.5.4.1 Reliability
''The concept o f reliability refers to the demonstration that operations and 
procedures o f the research can be repeated by other researchers, which then achieve 
similar findings assuming that the methods and techniques applied remain 
consistent (Riege, 2003, p. 81). This definition points at some of the difficulties in 
the measurement of reliability in qualitative research. Pope, van Royen and Baker
(2002) explain that settings and people studied may form a particularity and thus, it is 
unlikely that the study can be fully replicated. Ovretveit (1998) mentions further 
issues in terms of reliability. In his view, the reliability of data depends on the sum 
of random or systematic errors (bias) and the variance in data, either between 
different times or units. Bryman (2004) identifies three different factors that help 
researchers to measure the reliability of studies. First is the stability, i.e. whether a 
measure is stable over time. Second, he considers the internal reliability and refers in 
this context to whether indicators are coherent and related to the same issue. Finally, 
he discusses problems of inter-observer consistency, which refer to the consistency 
of decisions if several researchers are involved.
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S.5.4.2 External Validity
The criterion of external validity refers to the extrapolation of findings beyond the 
particular case to the general (Riege, 2003). External validity is a particular problem 
for case study research for its tendency to use small samples (Bryman, 2004). Some 
arguments and solutions were discussed previously. Guba and Lincoln (1982) 
explain that in qualitative research, generalisations are not possible because 
phenomena are neither time nor context-free. Thus, it could be argued that, although 
qualitative researchers have instigated to be aware of the significance of dealing with 
the issue of generalisation, it is clear that other than analytical generalisation is still 
of little help to qualitative research (Ward Schofield, 2000). Patton and Appelbaum
(2003) argue that the extent of generalisability of case studies is determined by the 
quality of the descriptions of the context, which would allow other researchers to 
determine the level of transferability of a particular case to similar cases.
5.S.4.3 Internal Validity
Reflecting the background of quantitative research, internal validity refers to the 
establishment of cause-effect-relationships. Yin (2003) argues that internal validity 
is only suitable for explanatory and causal case studies since they study causal 
relationships, i.e. how or whether particular conditions lead to another condition. For 
case study research, the concept of internal validity may be extended to a broader 
problem. In this context, Yin (2003) refers to the problem of making inferences, i.e. 
that the researcher will make inferences from previous to current occurrences. Yin
(2003) claims that there are hardly any tactics for ensuring high internal validity in 
terms of inferences. Punch (2005) refers to internal validity as whether the research 
design is a true reflection of the reality studied. Pope, van Royen and Baker (2002) 
follow this view and state that qualitative research methods would score highly in 
terms of internal validity if there is a detailed documentation and description of real- 
life situations which present an accurate picture of the phenomenon.
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S.5.4.4 Construct Validity
Construct validity refers to the fit between the results of the research and the theory 
which was tested (Sekaran, 2003). Thus, it concerns the deduction of hypotheses 
from a theory that is relevant to the concept (Bryman, 2004). Yin (2003) views 
construct validity as problematic in case study research because of the difficulty in 
determining the constructs being researched. Riege (2003) suggests that the 
researcher has to make efforts to abstain from subjective judgments during the 
research process in order to enhance construct validity. Table 5.1 provides an 
overview of different measures, which can increase the acceptability of case studies. 
The approaches that were undertaken in this research project will be explained in the 
appropriate context when evaluating the quality of the different research stages.
Table 5.1 Case study tactics for four design tests
Tests Case study tactic
Phase of research 
in which tactic 
occurs
Construct
Validity
• Use multiple sources of 
evidence
• Establish chain of evidence
• Have key informants review 
draft case study report
Data collection
Data collection 
Composition
Internal Validity
• Do pattern-matching
• Do explanation building
• Address rival explanations
• Use logic models
Data analysis 
Data analysis 
Data analysis 
Data analysis
External Validity
• Use theories in single case 
studies
• Use replication logic in 
multiple-case studies
Research design 
Research design
Reliability
• Use case study protocol
• Develop case study database
Data collection 
Data collection
(Source: Yin, 2003)
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5.6 Methods in Case Study Research
Case study research offers multiple methods to enable the researcher to gain a 
holistic understanding of the phenomenon being studied. In this context, researchers 
make use of approaches and methods such as interviews, survey research, and 
participant observation. They use discourse, content, statistics and graphs to 
understand better social reality than it would be possible by using quantitative 
research methods (Denzin and Lincoln, 2000). This research applies qualitative 
interviews, and thus, detailed information is given about this research method.
5.6.1 Interviews as a Method for Data Collection
Qualitative interviews are one of the most essential sources of case study information 
because most case studies are about human concerns, which should be reported and 
interpreted through the eyes of the particular interviewees (Yin, 2003). It is further 
the flexibility within the process of interviewing which makes it a valuable research 
tool. Interviews can be adjusted to many diverse situations (Sarantakos, 1998). In 
addition, the interview might be driven by the interviewee into a direction that offers 
a new focus in the research because new and significant issues might emerge in the 
course of the interview (Bryman, 2004).
As a case study method, interviews are usually open-ended in nature, allowing the 
exploration of the respondents’ understanding and opinion on most different matters 
(Yin, 2003). More than any other research method, it allows the researcher to 
uncover the meaning of the lives, routines, behaviours, and feelings of individuals 
(Arksey and Knight, 1999). The possibility of getting in-depth information and 
significant insights into the research object is one of the main advantages of this 
research method (Denscombe, 2003). Other advantages include the capacity for 
correcting or clarifying misunderstanding by respondents. Further, the researcher 
has control over the identity of respondents and the completeness of the interview. 
Applying this research method often means to achieve high response rates. In 
contrast to other research methods, the administration is perceived to be
130
Chapter 5 Research Strategy
unproblematic since no abilities to read or handle complex documents or long 
questionnaires are required (Sarantakos, 1998).
Corbetta (2003) views interviewing as a “difficult art” since it is a process of social 
interaction between at least two different individuals. From the perspective of the 
interviewer, problems might include bias or the interviewer effect, i.e. the 
interviewees give different answers because of the “artificial” situation during the 
interview. This effect might even be intensified by inhibitions such as the use of tape 
recorders. For the interviewee it is an intrusion into privacy. Therefore, interviews 
might be perceived as inconvenient. Other restricting factors are the available 
resources such as time and money (Denscombe, 2003; Sarantakos, 1998).
Interviewing can take a multiplicity of forms and a great diversity of applications 
(Arksey and Knight, 1999). One common typology differentiates between structured, 
semi-structured, and unstructured interviews. Structured interviews can be 
characterised through asking predetermined questions in a pre-set order (Robson,
2002). The interview schedule is exactly followed. By applying random sampling, it 
is the objective to capture data fast (Gray, 2004). By contrast, semi-structured 
interviews are slow and time-consuming in data collection. The interviewer may use 
an interview guide with some topics or questions, which allows the adjustment or 
omission of questions according to the specific situation. It enables the interviewer 
to give explanations and improvise. Lastly, unstructured interviews are based on a 
general area of the researcher’s interest. Questions are hardly prepared and the 
interviewer allows the conversation to develop. It tends to be non-directive- with the 
interview being completely informal in the way it is conducted (Robson, 2002).
Since the general objective of interviews is to pay utmost attention to a specific 
object and its meaning, the research method fits into the research process for this 
study. It enables the understanding of subjective perspectives of different social 
groups (Flick, 2006).
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5.6.2 Methods for Data Analysis
For the analysis of qualitative data, multiple techniques and practices exist such as 
thematic and content analysis. These techniques are often overlapping and 
complementary. In any case, the analysis of data has to be systematic, disciplined, 
and auditable (Punch, 2005). Miles and Huberman (1994) identify some common 
features across the diverse techniques. First, codes are affixed to a set of field notes 
before reflections or remarks are noted down in the margins. Next, the material is 
sorted and shifted to identify similar phrases and relationships. Afterwards, patterns 
and processes, commonalities and differences are isolated. Lastly, the findings are 
compared and contrasted with a formalised body of knowledge in the form of 
constructs or theories. Although these steps are perhaps similar within the different 
approaches, peculiarities exist. In the next sections, some of the methods for 
analysing qualitative data are described and specifics highlighted.
5.6.2.1 Thematic Analysis
Thematic analysis focuses on the identification of prominent or repeated themes by 
summarising the data of different textual materials under thematic headings (Dixon- 
Woods et al., 2005). The application of thematic analysis requires several abilities or 
competencies such as the ability to see patterns in apparently random information. 
Thus, a theme can be described as a pattern found in the data. Several methods exist 
of how to develop a theme. Initially, themes can be inductively generated from raw 
information. Further, themes can be deductively derived from theory or third, from 
prior research. Overall, thematic analysis enables the researcher to maintain the 
context of the original data and to proceed in an organised and systematic way that 
increases accuracy (Boyatzis, 1998). In general, the method of thematic analysis can 
be criticised for the lack of clarity about what exactly thematic analysis involves. 
Further, the process of selecting themes is not clearly described, i.e. according to 
which criteria e.g. weight or frequency, themes are selected (Dixon-Woods et al.,
2005).
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One specific data analysis method using thematic analysis is the Framework 
approach, developed by Ritchie and Spencer (1994). The Framework approach was 
developed to facilitate a systematic analysis of the material. It encompasses an 
analytical process of sifting, charting, and sorting material in relation to key issues 
and themes. The strength of the approach is that it is based on a systematic and 
disciplined procedure which allows the researcher to reconsider and rework his/her 
ideas. The steps undertaken are well documented and, therefore, highly auditable. 
Further, it provides the necessary flexibility to adjust the approach to different 
situations. It is well-established for analysing qualitative data and, although 
originally developed in policy research, it has been widely adopted in different 
disciplines of the social sciences. The approach could be criticised for potentially 
distorting reality, as categories are imposed on data which are not inherently there. 
The criticism might be justified, but this form of analysis facilitates the clarification 
and synthesis of a great variety of data to reveal their concealed meanings. The 
approach comprises five stages, as described below. Although described separately, 
the processes are highly interlinked.
Familiarising; The process of familiarisation already starts during the interviews. It 
is a prerequisite for properly understanding and analysing the data. The overall 
purpose of this stage is to obtain a feeling and an overview of the richness and 
variety of data. The process aims at the immersion in the data by listening to tapes, 
reading through transcripts and studying notes. Key ideas and recurrent themes are 
listed. During this stage, the process of abstracting and conceptualising begins.
Identifying a thematic framework: A thematic framework helps to identify all key 
issues, concepts, and themes. It is based on a-priori topics, and derived from 
research objectives and emergent issues. The thematic framework facilitates sifting 
and sorting the data. During the identification of the main themes, the framework is 
constantly refined in relation to the judgments of the researcher on the relevance and 
importance of issues.
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Indexing: The systematic application of the thematic framework to the overall data 
is called indexing. All data are again reviewed and annotated based on the thematic 
framework. When indexing, the researcher has to make numerous judgments on the 
meaning and significance of data, their context, and the index references given to the 
data. The index references are recorded on the margins of each page and can be 
either numerical or textual. The process of indexing is highly transparent, and the 
researcher is able to identify different topics or patterns, which are connected or 
interwoven.
Charting: To create a picture of the data as a whole, the researcher rearranges the 
data from the original text and shifts them according to appropriate themes. The data 
can be charted either thematically (across all respondents) or by case (across all 
themes) and involves their abstraction and synthesis.
Mapping and interpretation: Once all the data have been sifted and charted 
according to the core themes, the researcher starts mapping and interpreting them. 
To avoid losing focus, the researcher may return to the original objective of the study. 
This stage comprises the utilisation of charts, the definition of concepts, and the 
creation of typologies. The purpose is to find associations between themes and to 
provide explanations for the findings. During this stage, the researcher compares and 
contrasts the views of the respondents and compares them with findings in the 
literature. Further, the researcher looks for patterns and connections in the answers 
given by the respondents.
S.6.2.2 Content Analysis
Content analysis is one of the most established procedures for analysing qualitative 
data (Flick, 2006). Bryman (2004) describes the process of content analysis as an 
approach that determines the frequencies of the content based on predetermined 
categories. It allows a systematic way of categorising and counting themes. By 
using this approach, it is possible to reveal what the text establishes as relevant and
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to identify priorities by measuring how frequently items occur (Denscombe, 2003). 
The method relies on the systematic application of rules by which processes become 
transparent and easily auditable (Dixon-Woods et al., 2005). Its main advantage is 
that it applies a procedure that allows a reductive analysis of large amounts of texts. 
Content analysis diminishes complexity and context by converting qualitative into 
quantitative data (Flick, 2006).
Major drawbacks of this method refer to the tendency to dislocate units and their 
meanings from the original context. It is difficult to uncover implied meanings and 
hardly possible to deal with subtle and intricate ways in which texts convey 
meanings. Hence, the depth of a text will not be reached (Denscombe, 2003; Flick,
2006). It is argued that frequency counting may fail to reflect the structure or 
meaning of the phenomenon under study (Dixon-Woods et al., 2005).
5.6.2.3 Discourse Analysis
Discourse analysis is a linguistically oriented approach (Miles and Huberman, 1994). 
Particularly relevant are the determination of meanings of phrases and sentences and 
the assessment of how these meanings might be interpreted by the readers. It is 
assumed that texts are never neutral but may have a different meaning to different 
people in different contexts (Hignett, 2005). Discourse analysis is concerned with 
uncovering the strategies used to create different kinds of effects on the reader 
(Bryman, 2004). Thus, the analysis focuses on the context and constructions in the 
text. The entire “interpretive repertoire” is used to analyse constructions. Discourse 
analysis combines the analysis of language with the analysis of the processes of 
knowledge under consideration of the underlying linguistic constructs (Flick, 2006). 
Flick (2006) claims that discourse analysis lacks methodological suggestions of how 
to conduct the analysis as they are rather imprecise and implicit.
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S.6.2.4 Narrative Analysis
Narrative analysis relates to the search for stories that people tell to understand their 
lives and the world around them. The purpose of these stories is to understand the 
social life of people. It is mainly employed in the context of the elucidation of life 
stories and biographical research. It focuses on people’s account of past, present and 
future events and analyses, therefore, the subjective meaning of these events 
(Bryman, 2004; Flick, 2006). The true representation of the events is perceived as 
one of the main advantages (Flick, 2006). Narrative analysis combines a range of 
approaches. Riessman (2004) identifies four models used in narrative analysis: 
thematic analysis (focuses on what is said), structural analysis (focuses on the way a 
story is told), interactional analysis (emphasises the dialogue between the teller of a 
story and listener) and performative analysis (views narrative as a performance that 
explores the use of words and gestures). The limitations of the method are related to 
the assumption of the researcher that narrative and experience are in an analogous 
relationship. The memories might be influenced by the situation in which they are 
told, and therefore, might become distant from truth. A practical problem occurs in 
terms of the management of the huge amount of unstructured data, which implies 
difficulties in analysing them (Flick, 2006).
5.7 Sampling Strategy
The decisions on sampling are among the most important for any research and in fact 
occur during different stages of the research process. Flick (2006) argues that 
sampling decisions have to be made regarding the data collection process, and also 
on how to interpret and present data. Thus, more than one sampling strategy has to 
be developed during the research process. However, in each case, selections have to 
be made in relation to the purpose of the research. Hereby, a conceptual framework 
and the research questions can help to focus on the right sampling strategy (Miles 
and Huberman, 1994). The sampling strategy contains decisions on what parts and 
aspects are highlighted, and which are phased out. Therefore, it considerably 
influences what becomes data during the research (Flick, 2006). When developing
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the sample strategy, focus should be placed on the ability of the sample to present 
meaningful empirical contexts (Mason, 2002).
Previously, it was shown that the objectives of qualitative and quantitative research 
methodologies differ significantly. Hence, the sampling strategies of both 
methodologies differ, too. Quantitative sampling aims to cover a field as wide as 
possible to be able to create generalisable data. Thus, it is based on a relatively large 
number of samples. The selection of samples does not allow any bias of the 
researcher. In most cases, statistical analysis is employed. The development of the 
sampling strategy is carried out before data collection. In quantitative research 
probability sampling dominates. Among the most common methods of probability 
sampling are simple-random sampling, systematic sampling, and stratified random 
sampling. Each of the strategies applies a strict rule to the selection process and 
gives each unit of the population an equal, calculable and non-zero probability of 
being selected. Probability sampling offers a high degree of representativeness and 
generalisability of results (Sarantakos, 1998; Sekaran, 2003).
By contrast, within qualitative research, mainly non-probability sampling strategies 
are employed. Qualitative sampling concentrates on a few samples and seeks a deep 
penetration of the field. The sampling is based on the relevance of the cases instead 
of their representativeness (Flick, 2006). Qualitative sampling does not aim at 
generalisability. In many cases, the researcher strongly influences the selection 
processes and continuously refocuses and redraws the parameters during data 
collection. Thus, the sampling strategy is not pre-specified and less strict 
(Sarantakos, 1998; Miles and Huberman, 1994). There is a great variety of sampling 
strategies including purposive sampling, convenience sampling, and quota sampling. 
As part of purposive sampling, Hignett (2005) describes maximum variation 
sampling. Here, the researcher intends to achieve a broad range of variation on the 
dimensions of interest. Convenience sampling is applied if the researcher chooses 
the most easily accessible people as subjects. Quota sampling refers to choosing 
subjects from targets groups based on some predetermined quota (Sekaran, 2003).
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5.8 Conclusions
The research deals with the exploration of the meaning and management of 
intangible resources in hospitals. The research can be defined as exploratory for its 
lack of empirical evidence. This fact led to various decisions on the structure of the 
research. The previous discussions showed that some theoretical perspectives, 
methodologies, and methods are more appropriate than others to investigate the 
phenomenon. To understand how intangible resources are managed within different 
hospitals, an interpretive perspective has been adopted considering the socially 
constructed reality as being the frame of the study. Further, the qualitative approach 
has been described. It was shown that this approach would allow the researcher to 
gain in-depth information about the object under study. The case study approach has 
been identified as a methodology which allows gaining a holistic view on the subject. 
The researcher has discussed the meaning of qualitative semi-structured interviews 
and found that they provide both the boundaries and flexibility required for the 
research. Finally, explanations were given about methods for analysing qualitative 
data and different sampling strategies.
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Design of the Research
6.1 Introduction
In the previous chapter, the general orientation to the research was described. This 
chapter sets out the methods for the various stages of this research project. The 
research design is the core element of the research process (Sarantakos, 1998). It 
comprises all elements that help answer the research questions. The research design 
includes considerations about the theoretical framework, the site and sample 
selection, techniques for collecting and analysing the data, and a time frame (Sekaran, 
2003; Sarantakos, 1998). In brief, the research design records all the steps that have 
been undertaken through the research process. Figure 6.1 summarises the key stages 
of the research.
6.2 Review of the Literature
During the research, a comprehensive literature review was undertaken which 
enabled the researcher to achieve a wide and deep overview of relevant theories, 
methods, empirical studies and the various perspectives of researchers in the relevant 
fields. Hart (2005) describes the approach that is necessary to accomplish a 
comprehensive literature review. The process begins with an initial mapping of the 
topic before searching for concepts, keywords, and authors. The researcher searches 
for ideas and develops an overview of background information. Next, a systematic 
identification of sources is performed, which helps to focus on the particular topic. 
Finally, a comprehensive process of reviewing the literature is carried out.
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Figure 6.1 Overview of the research stages
Six in-depth
semi-structured
interviews
21 in-depth
semi-structured
interviews
Pilot Testing 
Questionnaire
Literature Review
Formulation of Research Topic
Intangible resources, 
healthcare systems, 
performance management
Preliminary Study
Norwegian,
Analysis o f the data
Analysis o f the data
Top and middle 
management
German University
Top, middle and lower 
management
Overall Reflection and Discussion
During or after the process of reviewing the literature, the researcher starts with 
analysing and synthesising the information gathered. Hart (2005) describes the 
proeess of analysis as systematically breaking down the literature into its components 
and describing how the parts relate to each other. A systematic analysis enables the 
researcher to extract key ideas, theories, concepts, and methodological assumptions 
from the literature and, consequently, to understand the arguments and 
interpretations of other researchers.
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Cooper (1998) broadly distinguishes between two types of literature review. While 
the theoretical review mainly focuses on theories offered to explain a parti^lar 
phenomenon, research synthesis focuses on empirical studies and aims to summarise 
past research by drawing overall conclusions from the separate empirical studies. A 
comprehensive literature review will pay attention to both these issues. Hence, the 
analysis is aecompanied by a theoretical review and a synthesis of the various 
sources of the literature. Part of synthesising is the development of connections 
between the parts identified in the analysis. This requires a comprehensive 
knowledge of the topic and the capacity to think in broad terms. A rigorous 
synthesis results in a high level of coneeptual linking within and across theories (Hart, 
2005).
For this research, the process described by Hart (2005) was followed. The research 
on intangible resources is a relatively new field and most research focuses on private 
sector organisations. The faet that the research on intangible resourees within the 
public sector, in particular in healthcare organisations, is still a field of enormous 
capacity is also reflected by the available literature.
In the overall review, the researcher did not limit her search to the English-speaking 
literature but also included German literature. Since the researcher completed her 
Master thesis on the topic of reporting intellectual capital, she used that literature as a 
starting point. For analysing the German healthcare system and relevant 
performance management systems, again German literature was reviewed. However, 
most of the literature comprised Anglo-Saxon literature.
The literature review eneompassed books, journal articles, websites, and research 
papers on healthcare systems, performance management, and intangible resources. 
The review was limited to the last fifteen years since the beginning of the research on 
intangible resources can be traced back to this period. Nevertheless, key articles that 
stretched beyond this time horizon were also included. Refereed journal articles 
were mainly selected from the following databases: Ingenta, Emerald, Ebseo, and the
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ISI web of Knowledge. To conduct a structured review, the researcher developed an 
overview of the journals, databases, and keywords searched. The “Journal of 
Intellectual Capital” was of major significance for its pure focus on issues around 
intangible resources.
Within the first period of the literature review, the researcher generated general 
knowledge on relevant topics such as healthcare organisations, intangible resources 
and performance management. Before conducting the preliminary study, the review 
was limited to the three healthcare systems of Norway, Germany and England and 
the existing performance management approaches in these healthcare systems. For 
planning the main study, the literature review solely focused on the management of 
intangible resources. Other topics, such as the measurement or the reporting of 
intangible resources, were not pursued in-depth.
The literature review identified numerous papers on the concept of intangible 
resources within the private sector. In terms of the literature regarding intangible 
resources in public sector organisations, about two dozens papers were found. Most 
of them focused on knowledge management activities in these organisations. To the 
knowledge of the researcher, on the spécifié topic of intangible resources in 
healthcare organisations, only three empirical studies could be identified. This 
confirms the novelty of the field and the necessity for in-depth research.
The literature review defined the motivation and objectives of the research. In 
contrast to the trend of investigating intangible resources within private sector 
organisations, the main emphasis was the exploration of the meaning and 
management of intangible resources in healthcare organisations, and hospitals in 
particular. The reason for this decision was the relatively little empirical research 
undertaken in this field.
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6.3 Research Design for the Preliminary Study
The first stage of the research was an exploratory study. Such exploratory, 
preliminary studies are seen as crucial components of a good study design. Through 
the pre-testing of the research instrument, the likelihood of the success of the main 
study is significantly increased (van Teijlingen and Hundley, 2001). The researcher 
conducted this study to test not only the adequacy of the chosen research instrument 
but also the proposed data analysis technique. Further, the abilities of the researcher 
in realising research have been extended and her experience as a researcher increased. 
In content, the intention of the preliminary research was to gain a deeper 
understanding of the issues explained above. This study was condueted to test the 
practicability of the constructs identified in the literature review and to deeper 
understand the context within which the research took place (Amaratunga and Baldry, 
2001). It also provided the information needed for a more comprehensive study at 
the next stage of the research. It gave the researcher an idea of how to plan and 
conduet further the research, for instance in terms of research question, time 
management and data collection plans.
6.3.1 Research Questions and Objectives
The initial exploratory research was conducted for several reasons. The intention of 
this part of the research was to analyse the role of intangible resources in promoting 
the performance of services delivered to patients and to gain a better understanding 
of performance measurement systems in various European healthcare settings. The 
aim was to analyse the extent of the integration of intangible resources into current 
performance measurement systems. The research focused on the differences 
between private and publie hospitals and between the three countries in terms of 
performance measurement instruments.
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Specifically, this initial, exploratory project had the following objectives:
• To explore current performance measurement systems in three European 
countries because differences in awareness were identified in the literature
• To explore managers’ understanding in different hospitals in terms of 
intangible resources and to ask to what extent they are considered in current 
performance measurement systems
6.3.2 Selection of Sites and Units
Before the interviews were condueted, this part of the study was approved by the 
University of Surrey Ethics Committee. Further, it was submitted to the Southwest 
Surrey Local Research Ethics Committee (LREC). The Chair confirmed that it was 
not necessary to apply formally to the NHS Research Ethics Committee as this 
research was outside the area of GafREC (Governance arrangements for NHS 
Research Ethics Committees). Ethical approval for conducting interviews in the 
Norwegian and German hospitals was not required.
Since the literature revealed some significant differences in the understanding of the 
importance of intangible resources (Guthrie, Petty and Johanson, 2001) across 
Europe, the researcher decided to broaden the area of investigation to three different 
European countries. English hospitals were examined beeause the NHS has 
launched different initiatives for dealing with intangible resources such as knowledge, 
information and human resources (e.g. "A Knowledge and Skills Framework”, DH,
2003). Scandinavian countries have been seen by some authors (Roslender and 
Fincham, 2004; Wyatt, Webster and Hunter, 2004) as most advanced in 
consideration of intangible resources. In order to test whether or not this is true for 
public sector organisations, Norwegian hospitals have been included in the study. 
German hospitals have been considered because of the fast changing environment in 
their healthcare sector leading towards more competition and coneentration among 
hospitals. New management structures and instruments are seen as fundamental to
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improve the service capability and competitiveness of hospitals, whieh are essential 
prerequisites for their existence in the market (Eichhom and Greiling, 2002).
Hospitals were seleeted using purposive sampling while seeking maximum variety. 
In the first stage, about twenty hospitals in Germany were contacted via email. To 
each email, an information sheet was attached which gave first explanations of the 
purpose of the research (the letter is shown in Appendix A). Contact details were 
given and confidentiality ensured. If hospital managers showed interest, they were 
asked to contact the researcher. Five managers replied; two of these agreed to 
participate and appointments for interviews were made with the general director of a 
private hospital and the general director of a public university hospital.
The hospitals in the UK were selected using the convenience sampling method, 
because of their accessibility to the researcher. Here, interviews were arranged with 
the chief executive offieer of a private hospital and the acting chief executive officer 
of a regional public hospital.
The interviews in Norway were arranged by telephone. Potential partieipants were 
selected randomly. The first two instantly agreed and interviews were arranged with 
the general administrative director of a public hospital and the head of nursing on the 
geriatric ward of the same hospital. In total, six interviews were conducted. The 
sampling strategy can be summarised as shown in Table 6.1:
Table 6.1 Overview of tbe sampling strategy of tbe preliminary study
(I) Private versus public hospitals
(II) English versus Norwegian versus German hospitals
(III) Large versus small hospitals
(IV) General versus university hospitals
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6.3.3 Timeline of the Preliminary Study
The preliminary study was conducted after an extensive literature review. Table 6.2 
chronicles the phases of this research stage.
Table 6.2 Timeline of tbe preliminary study
Planning and preparation From June to August 2005
Conducting tbe interviews
Interviews in Norway August 2005
Interviews in the UK September to October 2005
Interviews in Germany September 2005
Analysis of tbe interviews October to December 2005
6.3.4 Data Collection
The preliminary part of the research sought to explore managers’ understanding of 
intangible resources and their consideration in the performance measurement systems 
of different European hospitals. Due to the exploratory nature of the research, a 
qualitative approach was seen as most appropriate as it would allow gaining in depth 
information. Qualitative open-ended semi-structured interviews were condueted as 
they provided the researcher with the neeessary structure and freedom to gain 
profound information. The interview rationale (shown in Table 6.3) provides an 
overview of core topics raised and their relevance for the study. All interviews 
followed the same interview schedule with some key questions as guidance. Probes 
varied in each interview.
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Table 6.3 Interview rationale for the preliminary study
Research Issue Questions
regarding
Data likely to be 
obtained
Relevance for 
study
Awareness and 
importance of 
intangible 
resources
Resources that are 
important for 
ensuring high 
performance
Requirements of a 
good nurse
Information about 
elements of human 
capital, structural 
capital and 
relational capital
To get an insight 
into participants’ 
understanding of 
intangible resources 
and identify highly 
important ones
Management of
intangible
resources
Ensuring efficient 
use of resources
Information about 
staff
Information about 
the management of 
intangible resources
Differences in the 
management of iR 
between countries, 
private and public 
and general and 
university hospitals
To get an 
understanding of 
what forms of 
management 
already exist in 
different hospitals
Performance 
measurement 
systems (PMS) and 
consideration of 
intangible 
resources
Excellent hospital
Instruments to 
measure
performance of the 
organisation and 
intangible resources
Information about 
existing PMS
Differences in the 
management of 
performance 
between countries, 
private and public 
and general and 
university hospitals
Dominance of 
financial data
To explore the 
extent to which 
intangible resources 
are considered in 
PMS
The intangible 
resources that are 
considered
Probing questions Different intangible resources
A broader range of 
intangible resources
More information 
about different 
resources
As proposed by van Teijlingen and Hundley (2001), the collection of data can be 
seen as a progressive process because the researcher continuously improved the 
realisation of the interviews. For instance, after having conducted the first interviews, 
questions were formulated more precisely, and the researcher increased the 
awareness of the significance of follow-up questions and tried to avoid asking 
several questions at once. All interviews were carried out face-to-face and took
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place in the office of the interviewees. At all times it was intended that an informal 
atmosphere be created during the interview.
Before the interview, the following aspects were discussed with respondents:
• The agreement of the participant to take part in the research
• The length of the interview
• The anonymity of the data and the participant
• The possibility of getting questions explained and repeated if necessary
• Short overview of the different points raised during the interview
• Tape-recording
All interviewees agreed that the interview could be tape-recorded. In addition, notes 
were taken by the researcher. The interviews took between 40 and 60 minutes. 
Following the interviews, the recorded data were transcribed in full in order to 
analyse them. The transcripts of the interviews conducted in Germany were 
translated without loss of data because of the bilingualism of the researcher. Further, 
the researcher asked another bilingual researcher to double-check the translation. 
The interviews in Norway were conducted in English, although on one occasion with 
the help of a translator.
6.3.5 Data Analysis
The analysis of the data was started while the researcher was still in the phase of 
conducting the interviews. For a deeper analysis, a thematic analysis was conducted, 
since it provides systematic and rigorous ways of searching different types of texts 
for prominent and recurrent themes (Dixon-Woods et al., 2005). The Framework 
approach, developed by Ritchie and Spencer (1994), is based on a thematic analysis 
and applied in this research since it allows a systematic analysis of the data. The 
steps, described in Chapter Five, have been followed, i.e. the researcher familiarised
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herself with the data by listening to the tapes and reading through the notes. At this 
stage some key themes were already listed. Then, main themes and key issues, 
which were relevant for answering the research questions, were derived. The 
analysis involved the indexing of data, i.e. index references in form of abbreviations 
were noted on the margins. The researcher indexed the transcripts twice- once in the 
original data and once in the translated version. After that, the data were rearranged 
and shifted according to themes. Finally, the researcher started mapping and 
interpreting the data and compared them across respondents and with the literature. 
Thus, connections between the answers and the literature could be identified.
6.3.6 Evaluation of the Quality of the Preliminary Study
The quality of the preliminary study can be assessed by looking at criteria of validity 
and reliability. The researcher deployed several measures to meet these criteria. 
Although the lack of experience in conducting interviews is seen as a serious issue in 
terms of reliability (Gray, 2004), the researcher enhanced the reliability by testing the 
interviews in advance and by checking the interview guide after the first interview. 
Further, all interviews were tape-recorded, which enhances reliability as it helps 
create a consistent source of data (Boyatzis, 1998). During the coding process, the 
researcher checked the codes given to the data twice (Hignett, 2005). Construct 
validity was ensured by making sure that the questions directly focused on the 
research objectives (Gray, 2004). Both sufficient time during the interviews and 
prompts offered the respondents the opportunity to give comprehensive answers.
6.4 Research Design for the Main Study
The decision for a specific research design was based on the findings of the literature 
review, the preliminary study and the research questions for the main study. In 
general, it was found that the management of intangible resources in hospitals lacks 
attention- from both researchers and practitioners. Therefore, a qualitative case study 
approach was chosen. The following sections give information of the proposed
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research questions and discuss the appropriateness and weaknesses of the 
methodologies chosen.
6,4.1 Research Questions and Objectives
From the preliminary study and the conclusions of the literature review, the research 
questions and objectives were derived. The central questions for the main study 
were:
• Within a university hospital, which intangible resources are of high 
significance for ensuring high performance for the entire hospital 
and for a single department?
• How is the management of these resources undertaken?
• What are the contextual factors that influence the management of 
these resources?
Underlying research objectives facilitate answers to the research questions. The 
objectives of the main study were:
• To describe the organisational structure of a hospital
• To identify intangible resources which are important at an 
organisational level
• To identify intangible resources in one single department of a hospital
• To identify how the management and utilisation of intangible resources 
is realised
• To identify the main contextual factors related to the management of 
intangible resources
6.4.2 Justification for the Application of a Qualitative Methodology
Due to the nature of the research, a qualitative methodology was considered as most 
appropriate. Considering the nature of the information that is being pursued.
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qualitative research methods were expected to be more useful and appropriate than 
the quantitative approach for the following reasons:
• The absence of appropriate empirical data as an important condition of 
a primarily quantitative-statistical research approach. The exploratory 
nature of the research requires a deep understanding, description, and 
explanation of all aspects related to the research topic, which can be 
gained through applying qualitative research methods.
• The opportunity to gain thorough understanding of the unexplored 
phenomenon “intangible resources in hospitals” from an inside-out- 
perspective, i.e. from the perspective of the participating persons. It 
was sought to gain sound knowledge of participants’ understanding of 
the subject being researched by close proximity of the researcher to the 
setting. Active participation in the research process with the researcher 
being the dominant research instrument would provide rich and in-depth 
information that is characterised by high proximity to reality. Such an 
approach enables the researcher to understand the research object 
“hospital” with all its characteristics from the “inside” and, thus, to 
create favourable basic conditions for the derivation of meaningful 
insights that help tackle the research questions.
• The data obtained in the preliminary study justify the repeated 
application of a qualitative approach as it proved appropriate for 
exploring the phenomena in depth.
Despite the advantages of a qualitative approach, some inherent limitations had to be 
taken into account. The researcher was aware that such an approach meant the 
concentration on a few instances, which inevitably resulted in a lack of statistical 
evidence and limited generalisability. Further, a qualitative approach required the 
strong involvement of the researcher, which implied a high degree of subjectivity 
during the entire research process. The researcher knew that the outcome was highly 
dependent on her abilities. Considering these limitations, the researcher took several
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precautions in order to ensure the high quality of the research. These are described 
in section 6.4.9.
6.4.3 Justification for the Application of the Case Study Approach
A case study approach was chosen. Experts from the field of intangible resources 
advised the researcher to focus on a single case and even on a single department 
because of the multiplicity of intangible resources. This advice was taken into 
account when planning the design of the main study. In accordance with Yin’s (2003) 
taxonomy, a single, embedded case study was conducted. The decision corresponds 
with Yin’s (2003) rationale of choosing a single case if the subject under 
investigation is representative or typical. An embedded (in contrast to a holistic) 
case was chosen for its opportunity to explore the topic through different 
organisational units. It was considered that this offered the opportunity for an 
extensive analysis in order to increase the insights into the case (Yin, 2003). In line 
with Stake (2000a), an instrumental case study was conducted because a specific 
case was chosen to gain insight into a particular issue. The following reasons 
supported this decision:
Topic: the analysis of intangible resources within healthcare 
organisations is an emerging research field. There is little information 
on how such resources are dealt with at micro and macro levels. 
Therefore, methodologies other than case studies are still difficult to 
apply to the exploratory facet associated with the subject. Patton (1990) 
proposes the investigation of single cases in exploratory research such 
as this.
Depth: due to the novelty of the topic, a comprehensive case study 
approach would help fully reflect the complexity of the variables 
involved. A case study approach seems appropriate in order to 
understand in-depth how intangible resources are managed in hospitals.
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In addition, the case study approach is aligned with the research approach of several 
researchers as revealed in the relevant literature. Pike, Roos and Marr (2005) 
conducted in-depth case studies in research and development organisations to 
identify important intangible resources and to understand the utilisation of specific 
resources. Further, case studies were the predominating research technique for 
investigating intangible resources in healthcare organisations, as shown in Habersam 
and Piper (2003) and Donato (2002).
The importance of understanding in detail how hospitals deal with intangible 
resources and the lack of literature on the subject meant using a case study approach 
as the most appropriate research strategy for the study. It was thought that this 
methodology had the capacity to generate the desired outcomes and contribute to 
existing knowledge in this field of research. However, the decision for a single 
embedded case study approach could result in some limitations regarding the quality 
of the research. Yin (2003) points out that deciding on a single case contains the 
great danger of choosing the wrong case, one which might turn out not to be what it 
was supposed to be. The researcher minimised this danger by choosing a case that 
had already been explored in the preliminary study. Thus, the researcher knew about 
the potential of this particular case. Further, it was ensured that the case was 
representative of other cases. This also reduced the danger of choosing an 
inappropriate case. Yin (2003) indicates another danger. According to him, 
choosing an embedded case might result in too much focus on the subunits and less 
on the larger unit of analysis. The researcher attempted to keep the focus on both 
levels and interviews were conducted at both organisational and departmental levels. 
Further concern is related to the lack of standard methodological procedures in case 
study research. The researcher was aware of this danger and attempted to apply 
rigorous measures during data collection and analysis to ensure the high quality of 
the research. The measures undertaken are described and discussed in section 6.4.9.
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6.4.4 Selection of Site and Units
6.4.4.1 Selection of Site
The information obtained in the preliminary study showed the particularity of the 
German university hospital. The Director of Financial and Administrative Services 
reported interesting issues related to the contextual factors that seem to influence 
both the measurement of performance and the management of intangible resources. 
He further confirmed that the hospital possesses numerous intangible resources that 
were not fully used. Since the hospital was part of a university, aspects such as 
research and teaching were highly emphasised and promoted. In this context, it 
could be expected that specific intangible resources were needed for the connection 
of the three areas of research, teaching, and patient care. These were related, for 
example, to the coordination between different occupational groups and the different 
organisational structures. It was felt that the researcher could learn the most from 
that case. The potential for learning was seen as an important criterion (Olesen, 
2000).
Since the size of an organisation is related to its organisational and managerial 
complexity (Madorran Garcia and de Val Pardo, 2004), this criterion was also 
examined. It could be identified that the hospital provided an adequate size in terms 
of the number of employees and the variety of clinical ranges. Thus, this hospital 
was considered large enough to assume the need for hospital managers to address 
issues related to the strategic management of intangible resources.
By being a public hospital, the university hospital could be considered as 
representative in terms of characteristic bureaucratic management structures and 
political constraints. It is one of about 36% German hospitals which are owned by 
the government (German Federal Bureau of Statistics, 2005).
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These facts led to the assumption that, by choosing this case, the research questions 
could be thoroughly answered. Hence, the researcher approached the Director of 
Administrative and Financial Services to ask whether or not the University Hospital 
would be interested in being the setting for the main study. The Director agreed to 
participate and suggested that data be collected within the frame of an internship. 
This gave the researcher the opportunity to gain insights into the structure of the 
Hospital. Further, access to internal data, e.g. via the intranet, was provided. It was 
agreed that data collection should take place in two sessions. That would allow the 
researcher to become familiar within the first stage and start collecting some data at 
an organisational level. Within the second stage, it was intended to focus on a single 
department of the Hospital.
6.4.4.2 Selection of Units
Before the interviews were conducted, the researcher consulted the Hospital 
Association Germany for ethical approval for the research. According to them, no 
ethical approval was necessary.
First, it was planned to give an overview of the resource utilisation on an 
organisational level. The literature recommends that focus is placed on managers 
and decision makers because they have the necessary experience for assessing the 
relative importance of resources for ensuring high performance (Pike, Femstroem 
and Roos, 2005; Hariharan et al., 2004; Galbreath, 2005). It could be assumed that 
managers would have knowledge about the utilisation and promotion of intangible 
resources related to the entire hospital. Further, the interdisciplinary nature of 
intangible resources implied that a variety of different managers should be 
interviewed across the hospital (Roslender and Fincham, 2004). It was intended to 
approach managers from different hierarchical levels, such as top and middle 
management, and different functional areas such as clinical and administrative staff.
The within-case sampling for the first stage of the main study was based on 
maximum variety. The researcher collected the opinions of experts (i.e. top and
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middle managers) on important intangible resources for improving organisational 
performance. Interviews were conducted with thirteen middle and senior managers 
from various organisational units. The results in respect to the identification of 
important intangible resources showed great variety and little congruence about 
which intangible resources were important. It was assumed that this was due to the 
complexity and distinction of the different functional areas in the Hospital.
In the second stage, the researcher decided to approach the operational, i.e. 
departmental level, to identify the intangible resources that are most important for the 
fulfilment of related jobs. Hence, a bottom-up approach was adopted to explore 
important intangible resources and their management at departmental level. Collins 
and Montgomery (1995) state that a bottom-up approach is more internally focused 
and allows the organisation to identify areas in which it will perform well. The 
extended focus on the activities of a single department regarding the management of 
intangible resources enabled the researcher to relate operational activities to the 
strategic intentions of the Hospital. Further, a single department can be considered 
as a "bounded system”, which offers the advantage of exploring one area in-depth 
(Walther, 2005). Again, the performance was taken as a point of reference. This 
time, the resources needed for providing high performance in jobs were explored.
It was assumed that, at departmental level, a precise job analysis of a specific group 
of employees provided detailed identification of essential resources (Spencer and 
Spencer, 1993). Although the literature suggests that this can be done via analysing 
existing job descriptions, the researcher decided to conduct face-to-face in-depth 
interviews and, therefore, to avoid the risk of considering outdated and imprecisely 
depicted descriptions of the job contents (Yang et al., 2006). The analysis of the jobs 
allowed a thorough identification of the required intangible resources by breaking 
down each task or job. Based on the descriptions of the employees, the researcher 
made judgments on the importance of these resources.
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At a later stage, by conducting a wider survey, inferences would then be drawn on 
intangible resources that are important for specific functional areas, e.g. 
administration, and those important for all functional areas. From the results, 
implications for the strategic management of the resources could be derived.
In order to find an appropriate department that could give an insight into a variety of 
resources related to other Hospital departments, a purposive sampling was seen as 
most appropriate for the second part of the main study. The researcher decided to 
approach the Department for Quality Management for the following reasons:
• The impact on other functional units
The descriptions of the responsibilities on the Hospital’s website led to the 
assumption that the department influences the awareness and management of 
intangible resources in many other units of the University Hospital. For example, the 
introduction of quality management systems in other organisational units requires the 
analysis and documentation of most different resources.
• Role as an interface
Because of its job-related activities, the department further acts as an interface 
between different units of the hospital, above all between the administrative and 
clinical ranges. It might be expected that the employees of this department have a 
broad range of experience in dealing with all kinds of resources linked to different 
organisational divisions.
• The meaning of quality management for the management of intangible 
resources
The importance of quality management within hospitals is undisputed. It can be 
assumed that in terms of intangible resources, a quality management system 
facilitates the translation of elements of human capital into structural capital through 
the standardisation and documentation of processes and routines. It can be argued 
that the implementation of adequate quality management in a hospital is an effective 
way of enhancing the organisation’s structural capital.
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• The researcher’s experiences in the field of business administration
The researcher’s background influenced her decision to select an administrative 
department. Based on former v^ork experiences, the researcher felt more familiar in 
this sector and able to understand the context. Consequently, the Director of the 
Department for Quality Management was approached for participation. He instantly 
agreed and interviews were arranged by the secretary of the Department. The 
researcher conducted eight interviews with members of staff.
6.4.5 Timeline of the Main Study
Based on the results of the preliminary study, obtained in January 2006, the 
researcher planned and conducted the main study and analysed the data within the 
following time frame (Table 6.4):
Table 6.4 Timeline of the main study
Planning and preparation of the main 
study
June-October 2006
Initiating contact September 2006
Conducting interviews with senior 
managers
November 2006
Analysis of the interviews December 2006-January 2007
Conducting interviews with the staff 
of the quality management department
March 2007
Development and pilot testing of the 
questionnaire
February-March 2007
Analysis of the data April-June 2007
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6.4.6 Data Collection
For this part of the research, the researcher conducted again semi-structured open 
ended interviews. They were seen as most appropriate for the research since it is 
more likely to explore the perspective of the respondents in openly designed 
interviews than in structured interviews. Semi-structured interviews provide a 
guideline but also allow the required freedom to gain a broad range of relevant data.
Before the researcher started conducting the interviews, background information 
about the organisation was collected. Sekaran (2003) suggests that the researcher 
shall be well acquainted with the contextual factors of the organisation such as origin 
and history, size in terms of employees and assets, and financial position. Therefore, 
before starting the data collection, the researcher sought for externally available 
information. Once the internship was started, the researcher analysed several internal 
documents to obtain a greater understanding of the Hospital. Information was sought 
about the managerial philosophy, organisational policies, and structural aspects, such 
as communication channels, as suggested by Sekaran (2003). Documents, such as 
annual reports, leaflets for employees and patients, and newsletters, were studied. 
The researcher participated in two information sessions initiated by the Board of 
Directors and the Department for Quality Management. In addition, access to the 
Hospital’s intranet was used. These sources of information increased knowledge of 
the institution and its environment. Informal conversations and observations 
provided further insight into the perceptions and attitude of the Hospital’s employees.
6.4.6.1 Development of the Interview Schedule for the Senior Staff
The purpose of these interviews was to learn more about the “case”- the University 
Hospital. Of particular interest was the resource utilisation of the Hospital at 
organisational level. Areas of interest were related to objectives, jobs, and the 
problems of various administration departments and clinical centres to better 
understand the importance of key intangible resources. For the identification of 
important resources, the literature suggests various points of reference, such as the
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creation of value, the increase of competitive advantage, or the improvement of 
organisational performance (see Tanner, 2006 for a comprehensive overview; Hall, 
1992; Peng, Roos and Pike, 2006). In the preliminary study, the Director of 
Financial and Administrative Services of the University Hospital mentioned the 
improvement of organisational performance as the main strategic objective. Hence, 
the researcher related the most important intangible resources to that objective. The 
intangible resources that were addressed in the interviews were derived from the 
literature, the findings of the preliminary study and the researcher’s experience. All 
interviews followed the same interview schedule with some key questions as 
guidance. Probes varied in each interview. The interview rationale can be found in 
Table 6.5.
All interviews were carried out face-to-face and took place in the offices of the 
interviewees. During the interviews, it was intended to create an informal 
atmosphere. The interviews started with a short introduction by the researcher, 
whereby information about the research was given, and confidentiality assured. The 
respondents were informed that they could ask for explanations if questions were 
unclear and that they might finish the interview whenever they liked. All 
interviewees agreed on tape-recording. In addition, notes were taken by the 
researcher. The interviews took between 25 minutes (with the Director of Financial 
and Administrative Services of the University Hospital) and 1 hour 50 minutes (with 
the Director of Nursing for Internal Medicine). Most of the interviews lasted 
approximately an hour. The transcripts of all interviews were fully translated into 
English without loss of data, because of the bilingualism of the researcher. The 
interview with the Financial Director of the Centre for Clinical Neurosciences was 
conducted in English since the respondent was a bom American.
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Table 6.5 Interview rationale for the main study part one: top and middle 
managers
Research issue Questionsregarding
Data likely to be 
obtained
Relevance for 
study
Information about 
respondents
Background, 
experiences, 
number of years in 
this hospital
Job history,
responsibilities,
qualifications
To better 
understand 
managers’ attitudes 
and knowledge 
about the hospital 
and its environment
Description of the 
hospital
Characteristics, 
environment and 
strategic objectives
General 
information, 
characteristics and 
problems of the 
hospital
To gain a better 
understanding of 
the “case” and 
contextual factors 
that are important
Performance
(Measurement)
Definition, 
measurement and 
improvement
Criteria/measures 
in order to 
measure/improve 
performance
To assess the 
consideration of 
intangible resources 
in PMS
Description of 
departments or 
centres
Structure, number 
of employees, 
responsibilities
Description of 
jobs, objectives, 
and problems, 
measurement and 
promotion of 
individual 
performance
To understand the 
structure of the unit 
and identify 
performance areas 
for which
intangible resources 
can then be 
identified
Identification of 
relevant resources
Resources relevant 
for improving 
organisational 
performance
Resources which 
are required to 
improve the 
performance of the 
hospital, 
departments and 
centres
To identify 
resources which 
can then be 
analysed in more 
depth
Probing questions
Different types of
intangible
resources
Different types of 
resources, e.g. 
human, structural, 
social, and 
relational capital
To obtain a broader 
range of resources
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6.4.6.2 Development of the Interview Schedule for the Members of Staff of the 
QM Department
The questions addressed during interviews with the employees of the Quality 
Management Department placed greater focus on the identification and management 
of specific intangible resources. Table 6.6 provides an overview of the interview 
rationale. The questions about intangible resources followed the same guidelines: 
identification, usefulness, reasons for importance, quality, and improvement. The 
resources were derived from the literature review, the preliminary study, and the 
interviews with the senior managers and included, among other things, knowledge, 
qualifications, and experience, training, documents such as manuals and guidelines, 
rewards, and internal and external relationships. In addition, resources mentioned by 
the respondents were considered.
Before the interviews were conducted, the researcher met the Director of the 
Department for Quality Management to clarify details about the realisation of the 
interviews. It was agreed that the researcher should participate in a staff meeting in 
order to introduce herself and the research project. The members of staff were asked 
if they would be interested in taking part. The researcher did not insist on an instant 
decision, but asked the secretary to coordinate appointments with interested 
employees. Eight employees agreed and interviews were carried out on a face-to- 
face basis in either their offices or the meeting room. The researcher thought it 
necessary to create an informal atmosphere and started with some simple warming- 
up questions. Issues such as tape-recording and the assurance of confidentiality were 
clarified. All interviewees agreed that the interview could be tape-recorded. The 
researcher stressed that the respondents had the right to terminate the interview at 
any time. Further, the respondents were encouraged to interrupt if questions were 
not clear. Again, notes were taken by the researcher. The interviews lasted between 
30 minutes and one hour. Following the interviews, the recorded data were 
transcribed in full. All transcripts of the interviews were fully translated into English 
without loss of data because of the bilingualism of the researcher.
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Table 6.6 Interview rationale for the main study part two: staff of QM 
Department
Research Issue Questions
regarding
Data likely to be 
obtained
Relevance for 
study
Introduction
Professional
background
Length of stay in 
the department
Job history 
Qualifications
Warm-up questions
To be able to check 
whether employees 
are placed right 
according to their 
qualifications
Description of job
Responsibilities
Adequacy of 
placement
Satisfaction
Information about 
the job
To obtain a general 
understanding of 
the job
Whether 
performance 
analysis by head of 
department
Identification of 
tasks and resources
Tasks related to 
thejob
Requirements to 
provide high 
performance jobs
Supporting/ 
limiting factors
Problems
Detailed
description of the 
job
Identification of
intangible
resources
To obtain a detailed 
understanding of 
the job and the 
necessary
intangible resources
Description of 
department
Working climate
Relationships
-with other 
colleagues
-with the boss
Information about 
the general 
atmosphere in the 
department
To identify factors 
which probably 
influence the 
utilisation of 
intangible resources
Creation of social 
capital
Performance 
(measurement) of 
department
Assessment by
-department
external
partners
-themselves and 
boss
Instruments
Internal and 
external perception 
of performance
To identify internal 
and external 
systems of 
performance 
measurement
Continues over page
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Importance of 
intangible 
resources
Main aspects that 
are important for 
high performance 
jobs
Usefulness of 
specific intangible 
resources
Reasons for 
importance
Mention of 
important 
intangible 
resources
To identify the 
most important 
resources
Quality of 
resources
Quality of different
intangible
resources
Problems
Identification of 
current quality of 
resources
To gain insight into 
the awareness of 
the quality of 
resources
Management of 
intangible 
resources
How they are used 
and improved (e.g. 
training)
Internal/external 
sharing and 
exchange of 
intangible 
resources
Motivating factors
Usefulness of 
training
To what extent 
intangible 
resources are 
managed
Factors that
enhance
motivation
To obtain a detailed 
understanding of 
the utilisation and 
management of 
intangible resources
Probing questions
About the 
importance, 
performance and 
management of 
different intangible 
resources
More insights into 
different intangible 
resources
To identify a broad 
range of intangible 
resources
6.4.7 Data Analysis
The analysis of the qualitative data was conducted in two stages: for the first stage, 
again the Framework approach by Ritchie and Spencer (1994) was used to identify 
themes and issues regarding the organisational structure and management of 
intangible resources. The second stage aimed to identify the importance of 
intangible resources. Therefore, both a thematic and content analysis were applied. 
The content analysis focused on the measurement of the frequencies of items 
mentioned. In consideration of the rigorous reduction of data, the researcher did not 
conduct a pure frequency-analysis but also considered meanings and contexts.
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Words and meanings related to intangible resources were sorted into four 
classifications- human capital, structural capital, social capital and relational capital.
The researcher intended to support the results of the qualitative information by 
quantitative data. The purpose was to gather large-scale data from a representative 
sample population of the Hospital to enable the generalisation of identified intangible 
resources. It was hoped that the findings of the quantitative research would reveal 
relationships between variables that otherwise would not have been noticed. Due to 
the complexity of the data gained in the qualitative interviews, focus was solely put 
on the generalisability of the data concerning the identification of the most important 
intangible resources.
6.4.8 Development and Administration of the Questionnaire
6.4.8.1 Design of the Questionnaire
The design of the questionnaire was an iterative process, since data from the first and 
second stage of the main study were included. The questiormaire comprised two 
sections. First, information about some demographic data of the respondents was 
asked. This included questions about gender, profession, the level of management in 
the Hospital, the number of working years in the Hospital, and the highest level of 
education. The second part comprised a variety of intangible resources that have 
been identified in the interviews at both senior-management and departmental levels. 
The questionnaire did not comprise only items from the theoretical model but also 
others that seemed to be relevant and should be tested on a wider scale.
Since the objective was to identify the importance of intangible resources on a wider 
scale, various scaling methods were analysed. Quantitative-oriented researchers 
suggest that a rating or ranking scale is used as scaling method. Because rating scale 
methods use different response categories to elicit responses (Sekaran, 2003), these 
were seen as most appropriate for the measurement of importance. The empirical 
research suggests that rating scale methods such as the constant sum scale (Roos,
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Pike and Femstroem, 2005; Carmeli, 2004) or the use of a paired comparison as a 
ranking scale (Pike, Femstroem and Roos, 2005; Hariharan et ah, 2004) be applied. 
Hall (1992); Tanner (2006) and Galbreath (2005) suggest using a Likert scale.
For the research, a Likert scale was chosen because the constant sum scale and the 
paired comparison seemed to be more appropriate when a smaller number of items is 
measured (Sekaran, 2003). A seven-point Likert scale was developed because it was 
expected that a five-point scale would not give enough variety in the answers. Thus, 
intangible resources were to be rated according to the descriptors scale: (1) not 
important at all to (7) highly important in terms of importance of intangible resources 
for the job. The items derived from the thematic and content analysis were detached 
from the categories and randomly inserted in the questionnaire. This was particularly 
important for items that were placed in different contexts. Items such as co­
operation encompassed, for example, department-internal, hospital-internal, and 
hospital external co-operation.
In terms of sample size, various considerations, such as time and money, had to be 
taken into account. In addition, a certain number of responses had to be obtained to 
be able to draw meaningful statistical conclusions (Hair, Bush and Ortinau, 2003). 
To identify an appropriate sample size, the researcher used the table provided by 
Sekaran (2003) as a guideline. Sekaran (2003) decides the sample size in relation to 
the size of the entire population. Thus, for this Hospital, a sample size of 375 was 
recommended. A probability simple random sampling was seen as appropriate to 
collect information from respondents in this study, i.e. all members of the population 
would be considered and each would have an equal chance of being chosen (Sekaran, 
2003). A copy of the English version of the questionnaire can be found in Appendix 
B.
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6.4.S.2 Piloting the Questionnaire
After developing the questionnaire, it was piloted. Piloting is important for testing 
the appropriateness of the measurement approach (van Teijlingen and Hundley, 
2001). The questionnaire was given to the employees of the Department for Quality 
Management during a staff meeting. The employees were informed of the purpose 
of the survey and were motivated to make any comments or questions about the 
instrument. Further, they were encouraged to add resources which in their view, 
were still missing. It was agreed that the researcher would collect the questionnaires 
two days later. In total, eight employees filled in the questionnaire.
6.4.S.3 Approval of the Questionnaire
A member of the Hospital’s Works Council informed the researcher of the 
requirement of getting the survey approved by the Works Council. Consequently, 
the researcher formulated an official application, which contained information about 
the background of the research, its seriousness, the purpose of the questionnaire, the 
methods of distribution and analysis, the sample size, and the assurance of 
anonymity and confidentiality. Contact details of the researcher and a copy of the 
questionnaire were provided. The application was sent to the Works Council, who 
then forwarded it to the Board of Directors. After two weeks, the researcher received 
a negative response. The Board of Directors rejected the execution of a Hospital- 
wide survey. It was argued that at that time the Hospital had already administered 
several staff surveys on different topics, which were always related to very tedious 
negotiations with the Works Council. Thus, the Board of Directors preferred to 
refi-ain fi*om executing further questionnaires.
Hence, the researcher could not complete this part of the research. However, since 
the piloting of the questionnaire was conducted with the employees of the 
Department for Quality Management, the qualitative and quantitative results could be 
compared for consistency.
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6.4.9 Evaluation of the Quality of the Main Study
The researcher undertook various measures to ensure the high quality of the research. 
Strong justification was given regarding the appropriateness of a qualitative case 
study approach, which encompassed semi-structured interviews. Given that the 
researcher was aware of the weaknesses of the method chosen, she applied various 
means in order to make the research reliable and valid. A high degree of reliability 
was achieved through various approaches. In general, reliability can be enhanced by 
a detailed description of the methods and procedures applied (Flick, 2006; Miles and 
Huberman, 1994). For this research, the researcher explicitly described the 
methodological approaches and research setting. In addition, information was given 
about the sequence of the research processes, i.e. the stages of literature review, data 
collection, and analysis. The researcher explicitly described her professional 
background and clarified derivative values and biases. Miles and Huberman (1994) 
propose that the role and status of the researcher within the research setting be 
explicitly described. This was done for the research and explanations were given of 
the researcher’s status during the data collection process. All this information allows 
the development of an audit trail, which significantly enhances the reliability of the 
research (Miles and Huberman, 1994).
Reliability can further be enhanced by ensuring a clear focus on the research 
questions (Miles and Huberman, 1994). The researcher attempted to clearly 
formulate the research questions and to build an appropriate research design, which 
allowed answering them. For this, similar empirical studies and methodological 
suggestions of the literature were analysed. As part of the research design, the 
collection of relevant data was ensured by considering previous empirical research 
and a focus on the research questions. This ensured that the researcher collected data 
across the appropriate setting and respondents, as suggested by Miles and Huberman 
(1994).
Gray (2004) proposes that training the researcher is another means to ensure 
reliability. Indeed, for the main study, the researcher benefited from the experience
168
Chapter 6 Research Design
gained in the preliminary study of how to conduct semi-structured interviews. 
Another important means to ensure the reliability of interviews is tape-recording 
(Boyatzis, 1998; Riege, 2003). Before conducting the interviews, the researcher 
asked for permission to tape-record. All interviewees agreed and allowed, therefore, 
the accurate reproducibility and analysis of data. Since the full transcription of the 
interviews further increases the reliability (Bryman, 2004) all interviews were fully 
transcribed.
A critical issue during the analysis of the data is coding, as it is based on the 
subjective judgment of the researcher. In order to minimise the subjectivity and raise 
both reliability and validity, the researcher coded the data twice- once the original 
data in German and again the translated data. Then, the researcher double-checked 
the codes and ensured consistency. This approach was suggested by Boyatzis (1998).
To enhance the construct validity of the interviews, the researcher ensured that the 
questions of the interview schedule were directly related to the research questions. 
The decision to use semi-structured interviews allowed the researcher to maintain 
focus on the research questions, as the interview questions were prepared before the 
interviews and included in an interview guide. After conducting the first interview, 
the researcher reviewed and adjusted certain questions in the interview guide, as 
suggested by Flick (2006). This enhanced not only understandibility but also 
ensured a clear focus on the research objectives. The full transcription also enhances 
the construct validity of the research as it allows a cross-check of particular sources 
of evidence (Riege, 2003).
Miles and Huberman (1994) propose that internal validity can be judged on different 
criteria, for example on how rich and meaningful the descriptions are. The decision 
for a single case study allowed the in-depth exploration and description of one single 
research setting. It ensured that detailed explanations and a thorough discussion of 
the findings were provided. Further, it was intended to link and compare the data 
with the literature and other empirical findings to be able to draw plausible
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conclusions. For this, different possibilities of explaining the findings were 
considered. In addition, the researcher attempted to ensure that the concepts (in 
particular those of the theoretical model) were systematically related to each other.
Since the researcher decided on a single case study approach, which, in general, 
hinders a wider generalisation of the findings, she undertook some measures to 
facilitate the transferability of the findings. Miles and Huberman (1994) propose 
fully describing the characteristics of the sample. This was done for this research as 
detailed information was given about the sample of persons and settings. Further, it 
was shown that the unit of analysis was statistically representative, which encourages 
a broader applicability. Since the research questions and research design were 
derived from the literature, the findings of the research could be related to prior 
research and compared to the literature. Thus, the findings could contribute to 
existing knowledge. Miles and Huberman (1994) suggest testing the research 
findings in other settings in order to open opportunities for a broader applicability 
and generalisability. This idea was adopted by the researcher, as she suggested that 
further research be conducted in different hospitals and other public sector 
organisations.
6.5 Summary
On the foundation of the preceding discussion on the general research strategy, this 
chapter has given detailed information on the research design for the preliminary 
study and main study. While the preliminary study focused on a broader range of 
different hospitals, for the main study a single case study approach was chosen. The 
case study encompassed three different stages, of which, however, only two could be 
realised. After some interviews had been conducted at senior management level, the 
members of staff of a single department were interviewed. The execution of a large- 
scale survey was not permitted. The data gained in both stages of the research are 
presented in Chapters Seven and Nine.
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Findings and Analysis of the Preliminary Study
7.1 Introduction
The chapter presents the findings of the exploratory preliminary study. By 
considering aspects such as the requirements of a good nurse or the performance of 
an excellent hospital, it was attempted to identify intangible resources that are 
important in different European hospitals. The main objective of the study, however, 
was to explore how performance measurement instruments capture important 
intangible resources. Thus, the analysis of the findings places emphasis on this 
aspect. Further, specific activities of human resource management could be 
identified.
7.2 Description of Settings and Respondents 
Norwegian Public Hospital
The Norwegian public hospital is located at three different locations. The main 
hospital is located in a small town with 50,000 inhabitants. The hospital consists of 
four clinics (e.g. clinic of surgery and internal medicine), nine departments (e.g. 
radiology and pathology) and provides 650 beds. 3,200 employees work in the 
hospital, which is sponsored by public funds. Approximately 110,000 out-patients 
and 26,000 in-patients are treated annually. Interviews were conducted with the 
General Director, who had been for eight years in that position and had no medical 
background, but a PhD in sociology, and the Head of Nursing of one ward. She was 
responsible for twenty-six nurses within her ward.
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German Public Hospital
This hospital is a university hospital and located in a large city with a population of
1.7 million. The hospital employs 6,400 people and offers 1,400 beds. 
Approximately 180,000 out-patients and 46,000 in-patients are treated every year. 
The hospital is publicly funded and consists of 80 clinics, which comprise health 
centres, policlinics, and institutes. The interview was conducted with the 
Administrative Director of the hospital, who had been in that position for one year. 
He has a medical background and worked as a consultant in different industrial 
sectors. In 2004, the hospital had an annual deficit of €35 m.
German Private Hospital
The German private hospital is located in a large city with a population of 1.7 million. 
This hospital has 505 beds and 1,100 employees. The interview was conducted with 
the General Director of the hospital, who had been for two years in that position. He 
is a lawyer by profession and the general director of three hospitals.
British Private Hospital
The hospital is located in a medium-sized town with 130,000 inhabitants. It offers 
76 beds and has 219 employees. The interview was conducted with the CEO of the 
hospital, who has a nursing background. This hospital had just been sold and turned 
into a private hospital.
British Public Hospital
The British public hospital is a regional NHS hospital in a medium-sized tovm with a 
population of 130,000. It is serving a population of approximately 1.6 million. The 
hospital employs 2,300 people and offers 570 beds within twenty wards. The 
hospital treats around 260,000 patients a year: 56,000 accident and emergency 
patients, 39,000 in-patients and day-patients and 165,000 outpatients. The hospital 
reports a small in-year surplus of £262k for the year to 31 March 2005. It is 
financially supported firom NHS Bank and Surrey & Sussex Strategic Health
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Authority with £6.5m in 2004/05. The interview was conducted with the Acting 
CEO of that hospital, who had been for six months in that position.
7.3 Findings and Analysis
All respondents agreed on the importance of intangible resources for the assurance of 
excellence in their hospitals, but only a few hospitals seemed to have formal 
planning systems for an adequate development of their intangible resources. The 
previous assumption that Scandinavian countries are aware of the importance of 
intangible resources was confirmed by the respondents of the Norwegian hospital. 
Within the German and British hospitals, the management of intangible resources 
seemed to be undertaken in an unsystematic way. Another finding was that the style 
of leadership differed between the hospitals. In particular, the style of leadership in 
the Norwegian hospital was significantly different to those in the other hospitals. 
The data revealed differences between private and public hospitals in the 
management of intangible resources. The empirical data showed that the hospitals in 
Norway and Germany placed emphasis not only on their human capital but also on 
their relational capital. Regarding the application of performance measurement 
instruments, results showed no significant differences between the hospitals. It was 
striking, that instruments for the measurement of individual performance were either 
highly subjective or conducted in an unsystematic way in most hospitals.
Excellent hospital
The question of "characterising an excellent hospital" was raised at the beginning of 
the interviews in order to create a basis for a further analysis of the topic. The term 
"excellence" was chosen because of its broader scope in comparison to 
"performance" or "quality". Consequently, answers given by the respondents 
encompassed not only issues related to the quality "to economic conditions" (German 
public hospital) but also the satisfaction of patients and employees. All respondents 
identified human resources as being most important next to money, a good 
information system, technical resources, such as technical devices, and buildings. 
The respondent of the German public hospital further stated that there should be both
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an objectively and subjectively high quality for patients and staff. In this context, he 
emphasised the meaning of an adequate quality management system in order to 
obtain transparency about the processes in the organisation. According to him, this 
required a thorough analysis of organisational processes. Further, the respondent 
mentioned the importance of information technology systems. He explained that in 
the hospital great efforts had been undertaken in order to equip all units with 
computers and to combine the different software systems that existed. By contrast, 
the respondent of the British private hospital explained that she highly valued 
knowledge and skills, which are seen in this research as part of human capital. She 
stated that:
“at the top o f  the list has got to be intellectual knowledge so you need 
to have the appropriately skilled professionals within the hospital. "
(British private hospital)
In addition, the Head of Nursing of the Norwegian public hospital stressed the 
collaboration with other hospitals. Partnerships were seen as being highly important 
to be able to learn from each other. Further, emphasis was placed on the utilisation 
of everyone's knowledge and a good communication between the wards. The 
respondent of the British private hospital mentioned the significance of the adequate 
attitude and professional behaviour of staff.
The respondent of the German private hospital stated that, in order to obtain a high 
level of excellence, medical objectives and a high reputation had to be achieved. He 
described the importance of an efficient use of all resources. The respondent of the 
British public hospital summarised three important aspects for the assurance of an 
excellent hospital:
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“One is that it is financially well managed; the second is that the 
clinical outcomes are high and the third is that the patient 
satisfaction is high. ” (British public hospital)
Exchange of resources
Various respondents mentioned that they exchanged or would like to exchange 
different resources. The Head of Nursing of the Norwegian hospital stated, for 
example, that there was hardly any exchange of beds between different wards. She 
reported that she would like to initiate the exchange of medical staff. What she did 
exchange was the knowledge and experience of her staff during regular meetings. 
Besides, she said that the hospital had built co-operation with other hospitals to learn 
from each other and share experience. The respondent of the German public hospital 
described the numerous co-operation of his hospital with other medical staff and 
institutions. Because of the hospital’s status of being a maximum care provider, he 
explained, it could offer special devices to private practitioners. He further claimed 
that they also exchanged medical staff among hospitals. The respondent admitted 
several problems related to the efficient use of equipment. He explained that many 
expensive devices were bought but would not be used. The problem he faced was 
that almost no data were available regarding the utilisation of devices. To solve this 
problem, he attempted to develop productivity ratios, which would inform him about 
the utilisation of devices. He further explained that software programmes were 
already developed in other industries to measure how often the devices were used. In 
contrast, the respondent of the German private hospital claimed that he would not 
buy any expensive devices if an efficient utilisation was not guaranteed. He 
explained that the hospital shared equipment with private practices to use the 
equipment to its capacity.
Requirements of a good nurse
Human resources play an outstanding role in hospitals for ensuring high excellence. 
Respondents considered them as "the most important resource", because "people's 
knowledge determines everything" (General Director of the Norwegian public
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hospital). Thus, the researcher asked for the requirements of a good nurse in order to 
provide excellent services. Most respondents noted that criteria, vv^ hich had to be 
fulfilled of a good nurse, included professional qualifications, an adequate attitude 
towards the job, motivation, and friendliness. Further, it was stated that nurses had 
to look at the patient as a whole and should have a sense of humour. It is worth 
noting that, in particular the two British hospitals seemed to apply strict guidelines 
during the selection process to examine the fulfilment of these criteria. The 
respondents of these hospitals mentioned aspects such as job description, person's 
specifications, and a check through the criminal records bureau of inspection. The 
respondent of the British public hospital described how all potential employees had 
to fulfil essential skills, which they would have to prove. In addition, they would 
also be measured against desirable skills such as managerial skills. The respondent 
of the German private hospital mentioned that he would not like to work with people, 
who would simply do their job. He claimed that he also focused on the presence of 
additional skills. The findings further indicated that most respondents, such as those 
from the German private and the Norwegian public hospital, used references and 
interviews to estimate the fulfilment of the above-mentioned criteria, and therefore, 
the future performance of the nurse.
Style of Leadership
Another interesting finding referred to the style of leadership applied in the hospitals. 
The Director of the Norwegian public hospital explained his style of leadership as 
being determined by giving freedom and independence. Further, he emphasised the 
participation of the employees in decision-making and their self-responsibility, 
because he assumed that his staff had good education and could take over 
responsibility. He explained:
"you are a grown up person, you have a good education and you are 
a responsible person. " (Norwegian public hospital)
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Reasons leading to this style of leadership can be attributed to the respondent's 
attitude towards employees. He felt that people would not like to receive instructions. 
He said:
"People with long intellectual and academic training do not want to 
be told what to do. " (Norwegian public hospital)
These statements indicate that this respondent adjusted his style of leadership to the 
characteristics of the Norwegian citizens. He claimed that the Norwegian country 
would have a very strong egalitarian system, which would be based on different 
cultural and historical developments. He considered that many Norwegians would 
not like to get orders. He explained that he implemented a simple and heavily result- 
oriented performance measurement system, which gave the freedom everybody 
needed to fulfil tasks in the best possible way. Worth noting is also the style of 
leadership in both private hospitals in the UK and Germany. The German 
respondent conveyed the impression of having the same attitude as his employees. 
He stated that he attempted to communicate in an open way and tried to personify his 
attitude towards staff. He tried to show them how important they were- also if facing 
current financial constraints. He felt that he had to be on the same side with them 
and tried to consider every negative decision concerning staff twice. The respondent 
of the British private hospital highlighted the importance of the style of leadership 
for the success of the hospital. She stated that every single nurse had to know what 
was expected from her. She described various standards that formed the basis of the 
work of the nurse. The achievement of targets and objectives also played a very 
important role. Further, she reported that she looked for best practices abroad to be 
able to learn and implement those practices in the hospital. That showed her active 
attitude in managing the hospital.
Performance measurement instruments
The respondents of the hospitals applied the following instruments to measure the 
performance of their employees. While in the Norwegian hospital an appraisal of
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subordinates and an upward appraisal were applied, team appraisals were conducted 
in the British private hospital and the German public hospital. The respondent of the 
British private hospital explained that team meetings were seen as an effective 
method to discuss the performance of teams and individuals, because the team would 
look at the individual's strengths and weaknesses, as they knew what current 
objectives were. She explained that aspects such as motivation and attitude were 
assessed through peer reviews. In contrast, the respondent of the German public 
hospital reported that in his hospital team appraisals had to be conducted because the 
measurement of individual performance was strongly rejected:
“Performance measurement is perceived as something extremely
negative and something which has extremely to be rejected. ”
(German public hospital)
The respondent of the German public hospital further explained that aspects, such as 
the existing data protection law and personnel representation law, and the attitude of 
medical and nursing staff towards individual performance measurement, prevented 
the establishment of a performance-oriented culture. Further, he explained that 
medical staff and nurses had a highly negative attitude towards individual 
performance measurement. He explained that public hospitals would be entirely 
sponsored by public funds. Therefore, there was no performance-oriented culture, 
and, hence, no performance measurement instruments existed. Another explanation 
for his attitude might be found in the fact that he himself had a medical background. 
He explained that hardly any instruments existed to measure individual performance. 
Therefore, the respondent said that he managed to measure at least the performance 
of the team. As an example, he mentioned patient surveys, which aimed at the 
measurement of the satisfaction with the entire ward and not with individual 
employees. He also mentioned the opportunities for patients to complain about 
individual staff, but had to admit that these instruments would not help identify 
personal unfriendliness. He further thought it useful to compare customer 
satisfaction results of one ward with other wards within the hospital but also nation­
wide to identify areas for improvement.
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The respondent of the German public hospital further stated that he would not 
consider performance information about medical staff as important because of the 
different education levels they had. He stated that the measurement of these aspects 
would be more appropriate for administrative jobs. He said:
"Potential and performance information (as they exist in private 
industry) about medical staff is not so important, because it is very 
individual and they also have different educational levels. 
Performance is not so important. " (German public hospital)
The performance of the employees in the British private hospital was assessed 
through the comparison of pre-defined performance objectives with the actual 
performance either of the individual employee or the entire department. Further, the 
respondent of the British public hospital stated that every professional post had a set 
of competencies, which had to be achieved every year.
In general, respondents explained that the most frequently used instruments in 
relation to the measurement of individual performance were observation and 
interviews.
"We have interviews with all nurses once a year. I  observe them and 
make inspections and talk to them. ”
(Head of Nursing of the Norwegian public hospital)
In addition, all respondents mentioned patient satisfaction surveys as a tool for 
assessing the performance of the hospital. The respondent of the German public 
hospital explained that it was, next to observation, the only instrument to assess the 
performance of individuals. Aspects such as the perception of medical quality, 
accommodation, cleanliness, the friendliness of staff and the quality of catering were
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components of these surveys. The objective was to cover all aspects, which were 
important to patients.
Regarding the timing of these surveys, the respondent of the German private hospital 
explained that surveys run during the stay of the patient would only give little 
feedback, because nobody would complain during the stay at the hospital. Therefore, 
he proceeded conducting surveys after the treatment because this was seen as being 
more objective. He felt that then patients would have no inhibition to tick something 
negative. The period of running surveys was also different. While the respondent of 
the German private hospital stated that he only runs a survey every two years, the 
respondent of the German public hospital explained that he conducted them 
approximately every six to nine months. However, he emphasised the need of a 
routine process. The respondent of the British public hospital claimed that she 
conducted a national survey once a year but also had various internal surveys for 
various areas, which were run sometimes monthly and sometimes every six months. 
The respondent of the German public hospital shortly described the structure of the 
surveys and stated that in his opinion he preferred clear "yes" and "no" questions, 
which enabled him to obtain clear answers and, consequently, a clear picture of areas 
for action.
Further, the respondents of the British private and the German private hospital agreed 
that dealing with complaints was a highly important issue. Thus, both respondents of 
these hospitals emphasised that they would go through all complaints made. The 
respondent of the British public hospital stated that they would have a very strong 
complaint management, which was, in that case, a national system, which they 
implemented very carefully. The respondents of the German private hospital noted 
that this instrument was very subjective, because not everybody, who was 
dissatisfied would complain. He felt that patients might complain about food but 
seldom about a nurse. Therefore, he felt that this was a very unsure indicator, but "at 
least it is one.”
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Regarding the management of intangible resources, such as friendliness and 
motivation, the respondent of the German private hospital mentioned that 
observation and complaints would be the only instruments to reveal nuisances. Most 
hospitals developed a set of indicators to measure the performance of human 
resources. Typical indicators encompassed sickness rate, number of people hired, 
number of people who left, and how much study time each employee had, for 
example, for retraining or further education. In particular, the General Director of 
the Norwegian hospital insisted on having all necessary information about his 
employees, for example, how many professions they had, what kind of qualifications, 
what kind of education was needed, the status of specialists and staff satisfaction.
Respondents mentioned the following instruments for measuring the performance of 
the entire organisation. Considering the extensive scope of performance 
measurement instruments, most respondents referred to financial performance 
indicators such as revenues, cost of materials, liquidity, and borrowing from bank. 
The respondents of nearly all hospitals mentioned indicators such as waiting list 
targets, length of stay, occupancy rate of wards, number of admissions, and time 
between diagnosis and treatment in order to measure the clinical performance of the 
hospitals. The respondent of the German private hospital felt that market penetration, 
i.e. the degree of occupancy or the number of patients would be the most important 
indicator to see how the environment perceived the performance of the hospital. The 
respondent of the German public hospital, who particularly attempted to establish 
process measures, identified other indicators such as cycle times and productivity 
ratios, capital intensity ratios and utilisation of operating theatre ratios. In addition, 
the respondent claimed to prefer to have some outcome measures. However, he had 
to admit that he would not be able to measure that. He said:
"we cannot measure outcomes properly yet. "
(German public hospital)
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In comparison, the respondent of the British public hospital mentioned that a new 
national system would be introduced which would focus not only on outcome 
measures but also on process measures. She claimed that this would help to look at 
the processes of the hospital and not just at endpoints. According to her, this system 
would consider how hospitals work and further show processes and systems. When 
asked for a description of this new system, the respondent had to admit that she only 
knew very little about it, which might be ascribed to her short presence in that 
position. As already mentioned, the Director of the Norwegian public hospital only 
focused on output and result measures. By contrast, the respondent of the British 
private hospital stated that it would be necessary to not only consider the outputs and 
outcomes but also the input factors.
Respondents explained that instruments to measure performance comprised various 
types of audits, benchmarking, critical incident reporting, and quality reports. In 
addition, the respondent of the British private hospital mentioned a regular 
performance assessment through external bodies, but also stated that these external 
bodies would focus on certain areas and miss important points to check. She said:
"the external bodies tend to focus on one particular area because o f  
lack o f  time. Further, they do not look at cause and effect. ”
(British private hospital)
The respondent of the German public hospital mentioned other problems related to 
the process of measuring performance. He stated that he would not be able to collect 
many data in a timely manner and sometimes not at all. Further, the respondent 
commented that he would not have enough indicators area-wide, such as process 
indicators, to measure, for example, the occupancy rate of devices.
Considering the systems mentioned above, the indicator set of the Norwegian public 
hospital seemed to be most striking for its simplicity and clarity. The Director of the
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hospital explained that it was derived from the private sector and adjusted to the 
specificity of the hospital. Data were collected every month and related to the four 
areas: patients; research, development and education; employees; and economy and 
activity. Indicators for the first area “patients” encompassed waiting times, 
quantitative patient satisfaction numbers, number of patients on corridor, number of 
days needed to send the patient record to the GP, number of admissions, number of 
days between diagnosis and treatment. The area “research, development and 
education” consisted only of the number of publications in internationally accepted 
medical journals. The area “employees” encompassed indicators such as employee 
satisfaction and sickness rate. The last group “economy and activity” consisted of 
traditional financial and economic results. The same set of indicators was then 
forwarded to the different hierarchical levels and later aggregated on hospital level. 
Based on the style of leadership explained above, the respondent felt that this way of 
measuring and managing the hospital's performance was very successful.
Respondents described similar consequences of poor performance. The respondent 
of the Norwegian public hospital explained that extra training followed the disclosure 
of poor performance. Further, the performance of the employee was continuously 
assessed. The respondent of the British private hospital described a similar 
procedure.
Management of human resources
Although all respondents confirmed the importance of human resources in hospitals, 
instruments to adequately manage them were considered as inefficient:
"HRM would probably be the weakest in here. We have a very poor
HR system. There is no system to monitor HR. ”
(British public hospital)
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"I don’t ensure anything regarding that point. ”
(German private hospital)
The respondent of the German public hospital described this problem more in detail:
"Hospitals are extremely far behind-years behind actually: something 
like personnel development or the general issue o f  HRM hardly exists.
There is, fo r example, just no process o f  continuous feedback o f  
employee interviews in terms o f improvement, also not fo r medical 
staff. Medical staff do not get a proper, structured continuous 
education. " (German public hospital)
Training and Development
While both British respondents provided training opportunities only to poor 
performing employees, the respondent of the German private hospital explained that 
he sought to ensure continuous training sessions for each employee. This pro-active 
attitude also encompassed the establishment of an annual training plan, which 
ensured that every employee would receive a certain number of training sessions. A 
similar attitude towards education was found in the Norwegian hospital, because the 
General Director ensured that medical staff were continuously trained. In 
comparison, the respondent of the German public hospital felt that medical staff 
would not receive an adequately structured further education.
Reward systems
The respondent of the German private hospital mentioned the immense workload 
employees’ face. In this context, the respondent of the German public hospital felt 
the importance of extra rewards. He reported that he enumerated “extra-rewards” to 
make the working situation more bearable and to show staff appreciation, which 
should help to maintain the motivation. Verbal praise and invitations to special 
events were mentioned as additional rewards, which encompassed both tangible and
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intangible elements. The respondent of the German private hospital explained the 
importance of a highly transparent attitude towards employees, which was 
accompanied by an open communication to increase the understanding of the action 
taken by the management.
Initiatives to improve the management of human resources
Facing these problems, several respondents mentioned various activities in order to 
implement new management techniques. The respondent of the German public 
hospital commented that recently he had introduced regular target interviews with 
senior managers. The respondent of the British public hospital reported that she 
would wait for the implementation of a central HR database for the whole country, 
which was to be implemented by the government. A more active attitude represented 
the respondent of the German private hospital, who stressed the importance of 
"having an early-warning system" to be able to know what kind of experience and 
abilities each employee had and to discover problems of unfriendliness. He 
described how managers introduced target interviews with their employees to gather 
information about how much education everybody had. This also encompassed the 
field of further education and the identification of further training needs. The 
respondent explained that he planned to create an annual plan, which included further 
education. Concerning the insufficient further education of professionals, he argued 
that he would like to have processes of continuous feedback regarding the 
performance of employees. Furthermore, he emphasised the importance of medium- 
term personnel development plans to continuously develop the qualifications of staff. 
The respondent of the British public hospital said that she would also like to have 
different key indicators to measure performance, others than the ones she had now. 
She said she would prefer to have performance indicators such as death rates, 
readmission rates, and infection rates but she had to admit that these indicators would 
be very easy to manipulate. She further stated that she was not sure what the right 
indicators would be.
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External Reporting
The reporting of information was seen as an important aspect, in particular for the 
respondents of both German hospitals. The respondent of the German private 
hospital said that he used the hospital’s performance information to annually 
negotiate a certain budget with the health insurance fund. The scope of external 
reporting was even more extended in the German public hospital, because their 
annual report was sent to all friends and partners of the hospital. Therefore, the 
respondent of the German public hospital seemed to use the performance information 
as a marketing tool. The British public hospital's performance was also reported to 
the public. The respondent of the German private hospital raised problems related to 
the disclosure of performance information:
"It is difficult to report success externally, because not everything is
seen as a success outside. ” (German private hospital)
He further stated that it would be difficult to place all positive announcements. The 
respondent further explained that the hospital developed a marketing concept and 
attempted to communicate on a professional level, i.e. each head physician had to 
write regularly to his general practitioners to inform them about any positive 
developments. In this context, the respondent showed that the hospital’s reputation 
was highly rated by its stakeholders. On the contrary, the respondent of the British 
private hospital claimed that she would not sell information about the performance of 
the hospital. She argued that it might only be used for recruitment purposes.
Regarding the feedback hospitals received from their stakeholders, the answers of the 
respondent of the British public hospital were very representative. The respondent 
explained that patients would just trust their hospital and listen, in addition, to what 
their neighbours say. She commented that they would receive surprisingly little 
feedback.
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"It is incredible how patients do not relate the information about the 
performance to the hospital. Patients do not see these indicators as 
performance indicators. " (British public hospital)
Patient Choice
The respondent of the German private hospital felt that patients became very active 
when selecting a hospital. In addition, the respondent of the German public hospital 
realised that patients would become more demanding for comfort and a convenient 
environment. The respondent of the British private hospital held a similar opinion 
and claimed that patients would check soft targets, surrounding, and service. Most 
clarifying was the answer of the respondent of the British public hospital, who said 
that patients just assumed a certain level of quality.
"The only thing they are going to measure is the environment, the 
food and i f  people have been nice to them. " (British public hospital)
Further, the respondent stated that many patients expected the medical staff to be the 
experts who must not be criticised. She felt that patients should have the choice to 
say to which hospital they would like to go- “because of the nice food.” She also 
claimed that her hospital "spent ages" to give people as much information as it 
possibly could, but most patients would just trust their general practitioners and 
hospital, also if the figures showed something different. She had also to admit that 
some patients have already chosen to go to another hospital, because its reputation 
was negative. She felt that:
"It could be pretty bad, i f  people really do move. "
(British public hospital)
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The respondent was quite surprised about the little feedback they received about 
performance data. On the other hand, the respondent of the German private hospital 
strongly felt that patients would take a very active role. According to him, they 
would search for information in the internet and intensively attend information 
sessions:
"This might not be the 80 years old grandma, but otherwise the 
patients are nowadays very, very active, especially with such 
particular issues such as hand surgery or plastic surgery. There they 
catch up very much. " (German private hospital)
Reasons for these contradicting attitudes towards the awareness of patients to 
published information might be because the British public hospital was a regional 
hospital, whereas the German private hospital was located in a large city with many 
other hospitals as competitors. The findings further indicated that respondents had a 
different attitude towards the empowerment of patients to make their own choices.
Acquisitions
Information of the performance of the hospital could also be interesting for another 
group of stakeholders. Investors are interested in as much information as possible if 
they consider the acquisition of a hospital. Therefore, the researcher asked for 
aspects, which might raise interest and the information needed for the acquisition of 
a hospital. Both respondents of the German hospitals were heavily interested in 
acquiring other hospitals as the respondent of the German public hospital explained:
"This is obviously our strategy. We want to grow and we need to 
grow, because the whole market is going to be consolidated and i f  we 
don't consolidate then we are going to be consolidated. "
(German public hospital)
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He explained that the competitive situation of the hospital has strongly increased 
because of several factors. According to him, it is not only because of the new 
remuneration system, i.e. DRG system, but also because of the strong tendency 
towards privatisation. He further felt that many GPs are better equipped than 
hospitals, which would further increase the competition for patients.
Criteria which were important for the selection of an appropriate hospital mainly 
focused on financial performance, because, as the respondent of the German public 
hospital felt, this area contained the greatest risks. He noted that related problems 
included bad debts, such as expenses related to pension plans, employee benefits, and 
any other promises to shareholders or partners, which would significantly reduce the 
potential for improvement and efficiency. Other criteria encompassed the match of 
the performance portfolio- whether or not it was complementary or overlapping, and 
the structure of general practitioners, who initiated the hospitalisation. In addition, 
the respondent of the German private hospital stated that market and medical criteria 
would influence the decision of acquiring a hospital. He further said that aspects 
such as the knowledge and qualifications of staff and the philosophy would not 
influence the decision, because these were aspects, which could be developed. The 
respondent rather highlighted the importance of having the same mentality, i.e. that 
the acquired hospital should not be profit-oriented either but should think in the same 
non-commercial way. The respondent further felt that the business idea had to be 
right, which might then result in a high yield. The economic data had to be right and 
the hospital to be acquired should have enough potential to be successful on a long­
term basis. The respondent of the British private hospital mentioned that her hospital 
had just been sold. She described the instruments of the purchaser to assess the 
performance of the hospital. The main emphasis was again placed on financial data: 
information about income, balance sheet, full time equipment, pensions, redundancy 
staff, and performance indicators was asked in the first stage. Later, board members 
visited the hospital for an on-site inspection. Further, they collected information 
using their networks and observed the CEO while doing her work.
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The respondent of the German private hospital described problems that might arise 
during the acquisition process. He stated that such consolidation processes also 
caused insecurity and influenced the quality of services. Further, he commented that 
the press also played a significant role in such processes for its way of 
communicating developments externally. He felt that this might have an important 
infiuence on the demand.
7.4 Summary
The findings of the preliminary study provided first insights into managers’ 
awareness of intangible resources in hospitals and their consideration in performance 
measurement systems. Although the study was conducted in public and private 
hospitals in various countries, similar intangible resources were identified as 
important. Managers valued components of human capital such as the knowledge, 
skills, motivation, and friendliness of staff. It was further shown that they expected a 
positive attitude and high commitment towards the job. Respondents reported that in 
some hospitals, co-operative agreements and partnerships were created in order to 
exchange tangible and intangible resources.
The research further revealed that some activities of human resource management 
were influenced by the style of leadership and the constraints imposed by the 
government. Both had an impact on the appraisal of individual performance. 
Respondents further felt that the entire human resource management was not 
adequately developed in their hospitals.
The investigation of the performance measurement instruments and the extent to 
which those capture intangible resources revealed that only some of the instruments 
focused on those intangible resources that were identified as important. Most 
instruments such as surveys, observation, interviews, and complaint management 
were not regularly applied and only captured some intangible resources.
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Regarding the reporting of intangible resources, it was shown that stakeholders, such 
as patients, might have an interest in receiving other information than those about the 
financial performance of hospitals. By contrast, respondents felt that other 
stakeholders, such as purchasers, mostly focus on financial performance.
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Discussion of the Findings of the Preliminary Study
8.1 Overview
This chapter provides a discussion of the results obtained in the preliminary study. 
Since the main objective was to explore the extent to which intangible resources are 
captured in performance measurement instruments, the discussion first focuses on 
those intangibles that were identified by respondents as important performance 
influencing factors. They are categorised into human capital, structural capital and 
relational capital. In addition, issues that were highlighted by respondents, are 
discussed. These cover the exchange of intangible resources, the impact of the style 
of leadership, the meaning of rewards, and the current human resource management 
system. Further, aspects such as the external reporting of intangible resources and 
the relevance of patient choice are discussed. The preliminary study involved 
interviews with hospital staff in three different countries. The related differences 
across these countries are also explored.
8.2 Discussion of the Findings
8.2.1 Excellent Hospital
In looking at what makes an excellent hospital, the comparison of the empirical study 
with the literature showed that many similarities could be found. The EFQM 
Excellence model relates "excellence" to aspects such as patient satisfaction and 
financial outcomes, based on elements such as leadership, people, resources, 
partnerships, and processes (Moullin, 2002). Therefore, it is no surprise that 
intangible resources play a significant role for the assurance of excellent services. In 
particular, respondents mentioned elements of what the study has termed human 
capital such as attitude, professional behaviour, knowledge, and friendliness as
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important factors in creating an excellent hospital. Respondents mentioned 
partnerships as important. They further considered communication issues between 
the actors of a hospital as relevant. Many of these intangibles were found in other 
empirical studies. Further, the importance of integral care for the patient was 
emphasised. It was felt that social skills and the consideration of the patient’s 
perception were increasingly important. This agrees with other researchers (e.g. 
Tanner, 2006; Cinca, Molinero and Queiroz, 2003), who claim that intangible 
resources have a fundamental role to play in most public sector organisations, 
including hospitals.
8.2.1.1 Human Capital
The analysis revealed that respondents felt that human resources form the most 
important resources in a hospital management, as hospitals are dependent on the 
work of human beings. In general, the respondents agreed on the importance of 
specific components of human capital. In particular, they felt the importance of 
knowledge for the fulfilment of the job. This agrees with the findings of other 
empirical studies conducted in hospitals (e.g. Habersam and Piper, 2003). Further, 
the respondents emphasised the relevance of having appropriate skills. In this 
context, they differentiated between managerial and technical skills. Closely related 
was the importance of having the right qualifications. Peng, Pike and Roos (2007) 
found these components to be also important in other hospitals. The meaning of 
attitude towards the job and the organisation could not be identified in other 
empirical studies that explored intangible resources in hospitals. However, the 
findings of this research indicated that managers expected employees to have a 
positive attitude towards the job and, in particular towards patients. Respondents 
showed that they valued the high commitment of staff. Further, this study found 
components of human capital such as the friendliness and good education of staff as 
important. Habersam and Piper (2003) also described these. In the current research, 
the importance of good communication between different organisational units was 
reported. However, there is not enough evidence in the literature (e.g. Habersam and 
Piper, 2003) that communication is an important intangible resource.
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8.2.1.2 Structural Capital
Respondents saw a good information system as an important component of structural 
capital to ensure an appropriate collection and management of data. Similar findings 
were provided by Peng, Pike and Roos (2007), who found that information systems 
are central for ensuring medical services in hospitals. One respondent claimed that it 
was very important to have access to everyone’s knowledge. This might imply that 
hospitals need structures that enable the effective utilisation of available knowledge. 
Peng, Pike and Roos (2007) found that effective knowledge management is 
important as it might contribute to the utilisation of other intangible resources. 
Further, respondents described the importance of functioning information technology. 
Habersam and Piper (2003) found similar results because they identified the 
importance of software systems for high performing services. Another issue raised 
by the respondents was the meaning of analysing organisational processes. It was 
claimed that more transparency should be gained about the effectiveness and 
efficiency of working processes. Litschka, Markom and Schunder (2006) argue that 
processes are a significant component of structural capital. In this context, Habersam 
and Piper (2003) revealed the importance of a certified quality management system.
8.2.1.3 Relational Capital
Relational capital concerns relationships to internal and external stakeholders 
(Habersam and Piper, 2003). The respondents mentioned different types of 
relationships such as patient satisfaction, and horizontal and vertical partnerships. 
Primarily, all interviewees felt that surveys on the satisfaction of patients were 
important. Thus, the satisfaction of patients can be perceived as a main criterion to 
measure the performance of hospitals. The importance of patient satisfaction was 
also found by Habersam and Piper (2003). This research found that relational capital 
consists of various components. For example, respondents described the importance 
of networking and co-operation with other hospitals to learn and inform each other. 
This supports the findings of other empirical studies (e.g. Habersam and Piper, 2003), 
which found that the exchange of experience with other hospitals is highly relevant.
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While Moullin (2002) claims that working partnerships are often limited to 
occasional meetings, the fieldwork showed that sharing knowledge and experience 
within a unit was common practice. It was reported that it is important that nurses 
trust and help each other and have an open relationship amongst each other. The 
literature refers to that as social capital (Bueno, Paz Salmador and Rodgriguez, 2004).
Many healthcare researchers mention patients as the most important stakeholders in a 
hospital setting (van Beveren, 2003). The importance of an empathetic relationship 
with patients was mentioned in this study. Habersam and Piper (2003) found similar 
results as respondents mentioned the importance of sensitivity during the interaction 
with patients in their study.
Although other empirical studies (e.g. Peng, Pike and Roos, 2007) identified the 
importance of reputation for hospitals, in this research, only one respondent 
mentioned the significance of the hospital’s reputation. The respondent explained 
that he saw the reputation as an indicator for the performance of the hospital.
Another component of relational capital is the creation of co-operation and 
partnerships with other stakeholders. Through the establishment of external 
relationships, organisations can access complementary resources and capabilities that 
otherwise may not be available (Vainio, 2005). Such partnerships are seen as an 
opportunity to link both clinical groups and hospitals to be able to exchange 
complementary resources (Douglas and Ryman, 2003). In this study, respondents 
seemed to focus on the creation of partnerships for the exchange and sharing of 
resources, both tangibles and intangibles. It was found that there exist formal and 
informal relationships with other health service providers. King (2004) argues that 
informal and formal networks and relationships improve organisational performance. 
In the current study, respondents seemed to pursue the creation of formal 
relationships in order to exchange technical devices. Das, Sen and Sengupta (2003) 
refer to that as technological alliances. In this context, however, also intangible 
resources, such as knowledge, are exchanged. It was also stated that informal
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relationships were initiated in order to exchange knowledge and experience about 
treatment methods. Poyhonen and Smedlund (2004) claim that through the exchange 
of knowledge and the efficient implementation of this knowledge into processes and 
routines, value could be created. Pena (2002) indicates some difficulties related to 
the transfer of knowledge such as transaction costs problems and the opportunistic 
behaviour of parties involved. These issues and the effects of the creation of external 
relationships and, in particular the exchange of intangible resources on the 
performance of hospitals might be of interest for future research.
The style of leadership is seen as part of the internal relational capital because of the 
co-operative nature a leader must adopt in order to lead and manage the entire 
organisation. The way of leading was based on the creation of relationships with 
employees and, therefore, part of relational capital. Analysis revealed that this was 
one of the main differences between the five hospitals. It was reported that in some 
hospitals every manager was authorised and responsible for the decisions taken. 
Thus, freedom and self-responsibility determined the style of leadership. 
Respondents perceived their styles of leadership as very important for successfully 
leading a hospital. This supports the work of Evans (2004), who claims that the style 
of leadership might be a strong factor that influences organisational performance. In 
some public hospitals, it was found that the management adopted a rather passive 
attitude towards leadership. This supports the work of van Beveren (2003), who 
claims that public sector managers rather have a passive attitude. Cinca, Molinero 
and Queiroz (2003) argue that managers in public sector organisations have less 
room to manoeuvre. This study found that some respondents seemed to wait for 
governmental directives before taking action. This implies that the structure of the 
healthcare system seems to influence the style of leadership of the managers. The 
dependency of individual organisations on central government priorities can be 
considered as a major constraint to the development and implementation of local- 
level management initiatives (Truss, 2003).
Further, the importance of the connectivity between technical/professional 
knowledge and patient treatment was emphasised. It was also apparent that
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components of human capital can be used to create relational capital. This supports 
the argumentation of some researchers (e.g. van der Meer-Kooistra and Zijlstra, 2001; 
Rastogi, 2003), who state that various intangible resources would only generate value 
through their mutually supportive combinations.
8.2.2 Assessment of Current Human Resource Management Systems
Although all respondents confirmed the importance of staff for their hospital, half of 
them had to admit that tools for their management were not adequately developed. 
Evidence was found that hospital managers perceived human resource management 
as insufficiently developed. Explanations might be related to the limited amount of 
money given by the government (Corby, 1996).
The attitude of respondents regarding the development and education of staff showed 
that in some cases the further education of medical staff was perceived as important 
but non-satisfactory. While some respondents stated that personnel development 
programmes hardly existed, others reported the continual development of their 
medical staff. In addition, respondents felt the education and development of nursing 
staff important. This supports the findings of Luethy (2003), who argues that 
hospital managers have realised the importance of personnel development.
8.2.2.1 Performance Measurement Instruments
The fieldwork found that for the measurement of individual performance instruments 
such as patient satisfaction surveys, complaints, interviews, and observation are 
applied. Strike (1995) describes various appraisal systems, which help managers to 
assess the performance of employees, such as the management appraisal of 
subordinates, the peer appraisal of employees, upward appraisals, team appraisals, 
and customer appraisals. Some of these instruments, such as team and management 
appraisal, were also mentioned by the interviewees.
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It was reported that existing performance measurement instruments were used to 
measure intangible resources. Where surveys were used, they comprised aspects 
such as patients’ views on accommodation and the quality of food. Intangible 
resources comprised in surveys seemed to be limited to the friendliness of staff. 
Using patient satisfaction surveys as a performance measurement tool can be 
controversial as a study by Shaw (2003) revealed. He conducted a review of 195 
published studies and found that most surveys were methodologically weak and only 
a few surveys were both valid and reliable. Although Moullin (2002) argues that it is 
important to measure how well the hospital meets the requirements and expectations 
of patients, evidence was found that the contribution of patient surveys is doubtfiil if 
these are conducted only once a year or every two years. Analysing the complaints 
of patients was another instrument to measure the performance of the hospital. The 
study found that some patients complained about the poor attitude and the lack of 
friendliness of staff towards patients. One problem identified by the respondents was 
that most patients would not complain. This supports the work of Shaw (2003), who 
found that many patients have low expectations and are too easily satisfied. 
Therefore, using complaints as a way to gather data on intangible resources or 
performance has its limitations. The literature reports that, when evaluating 
complaints, it should be considered that cultural differences exist regarding making 
complaints. While a German respondent claimed that patients would be more 
demanding in terms of high performance services, Moullin (2002, p. 207) explains 
that in the UK complaints are hardly made. He states that "'this has been given as 
one o f  the main reasons that UK service quality is so poor".
The measurement of staff performance through interviews and observation should be 
carefully evaluated as they were nearly always based on the subjective assessments 
of colleagues or managers. It was stated that through meetings and observation 
issues such as the friendliness, motivation, and attitude of staff towards their job and 
patients could be revealed. If these instruments are applied, factors such as 
interpersonal relationships or the lack of staff, which can influence the judgment on 
the performance of employees, should be considered. Moreover, a "blame culture
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for poor service can also he counter-productive" (Moullin, 2002, p. 99). This again 
shows the limitation of such approaches in measuring intangible resources.
The choice of patients is seen as another indicator of performance (Appleby et al., 
2002). While one British respondent only felt little effect of the increased 
opportunity for patients to choose their hospital, this was more significant in the 
German private hospital. Yet, Marshall et al. (2003) claim that patients and citizens 
do not use performance data. German patients seemed to be concerned about the 
reputation of the hospital and were informed of the service in information sessions 
and internet. The respondent of the German private hospital used the number of 
patients as a performance indicator. He felt that patients were very interested in the 
performance of the hospitals and carefully selected them.
There might be different reasons for the behaviour of patients in the UK. The 
respondent of the British public hospital claimed that patients expected the medical 
staff to be the experts without questioning their qualifications. Another reason might 
be found in the research of Smith (2005), who stated that data are not adequately 
presented to patients, because they are not tailored to their different interests and 
information needs. Appleby et al. (2002) argue that there has been little or no 
systematic work carried out to investigate the information needs of patients, which 
would enable them to exercise choice. The general assumption is that the 
preferences of patients are fixed (Smith, 2005). It is apparent that systems are 
needed which satisfy the information needs of patients. To visualise the intangible 
resources of an organisation, Mouritsen et al. (2004) describe the development of an 
"intellectual capital statement" which would give information about intangible 
resources and relevant initiatives. Future research might investigate the type of 
information patients might want to have about intangible resources.
199
Chapter 8 Discussion o f the Preliminary Study
S.2.2.2 Reward Systems
Another important influential factor on the behaviour of staff is the reward system. It 
was reported that managers of the different hospitals used intangible remuneration 
tools, such as verbal praise and invitation to special events, to reward the work of 
employees. The value of additional rewards as motivating factors seemed to have 
been recognised by the managers of the hospitals. It was felt that non-monetary, 
intangible remunerations stimulate staff and offer possibilities to enhance work 
efficiency. Autonomy was also recognised as an important factor of intrinsic 
motivation. Part of a remuneration system is the feedback given to the employees. 
Continuous feedback would encourage people to do the right things and to learn. In 
addition, it would be important to have systems that stimulate the transformation of 
human capital into more sustainable collective structural capital. A remuneration 
system has to recognise the value potential of employees and provide a balanced 
system of tangible and intangible compensation for the use of employees’ resources 
(Edvinsson and Camp, 2005). Edvinsson and Camp (2005) further suggest that 
knowledge creation and knowledge sharing processes, which can create value for the 
organisation, should be supported by an intelligent remuneration system. They state 
that many organisations would consider knowledge as an important resource but 
struggle with how to encourage and reward knowledge sharing and renewal. Further 
research might explore the implementation of such a remuneration system in 
hospitals.
8.2.3 External Reporting
Respondents demonstrated different attitudes towards the external reporting of 
performance. Marshall, Shekelle and Brook (2000) identified different models for 
the public disclosure of information. The first is the public accountability model in 
which disclosure is a public responsibility, independent of consequences. This 
reason was also mentioned by some managers. It was reported that information was 
externally provided, e.g. for the negotiation of the annual budget. The second model, 
described by Marshall, Shekelle and Brook (2000), is the market-oriented model in 
which data are voluntarily published in order to attract customers. This approach
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was applied by one respondent, who actively reported performance information 
externally. In contrast, another respondent claimed that data on organisational 
performance were not used as a marketing tool. Regarding the feedback hospitals 
receive on the disclosure of information, the respondents seemed to agree on what 
the literature describes. Propper and Wilson (2003, p. 263) state that "customers 
make little use o f  performance data". A reason for the lack of interest might be the 
inadequate format of the provided information (Smith, 2005). Further research might 
focus on whether or not patients seek information on intangible resources, as 
traditional reporting tools might not satisfy their information needs.
8.2.4 Purchasers of Hospitals
Respondents mentioned the purchasers of hospitals as another group of stakeholders. 
They explained that because of the competitive situation they are forced to either 
look for strategic partners or acquire complementary services or even hospitals. 
Acquiring hospitals required information not only about the financial situation but 
also about intangible resources as the case of the British private hospital 
demonstrated. The current situation in the German health service, which is 
determined by mergers, acquisitions and privatisation (Gerste, 2002), shows the 
importance of providing information to prospective purchasers. Although Mouritsen, 
Bukh and Marr (2004) argue that financial information systems cannot explain "new 
resources" such as relationships, internally generated assets and knowledge, 
respondents claimed that information on financial performance would be most 
important.
8.2.5 Comparison between Private and Public Hospitals
The respondents from both private hospitals conveyed the impression that they 
would actively lead their "ship", because they were personally concerned about their 
employees. The respondent of the German private hospital stated that he attempted 
to maintain an open communication with employees. It seemed that the respondent 
of the British private hospital also attempted to support staff wherever possible. In
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addition, both respondents were interested in learning and improving and actively 
sought for related possibilities. This attitude might be based on the position in the 
market. As a private hospital, it had to attract patients from the gratis national 
healthcare system. In contrast, the attitude of the respondent of the German private 
hospital might be attributed to the fact that the hospital was located in a large city 
with numerous competitors. Therefore, to attract patients required strong 
performance and a strong marketing concept. It seemed that both managers of the 
private hospitals had much more room to be active leaders.
In addition, both respondents stated that they developed action plans and changed 
processes, if necessary. In contrast, the managers of the public hospitals seemed to 
be very dependent on the targets and conditions prescribed by the government. 
Therefore, the scope for action and independent decisions was limited. This would 
support the work of van Beveren (2003), who argues that public sector organisations 
face numerous constraints, which are legally imposed on them. One respondent 
explained that in publicly funded hospitals no performance-oriented culture existed.
Both public hospitals seemed to see little incentive to improve, either because of 
their location or because of the degree of care given to patients. One hospital was, 
for instance, a university hospital. Therefore, its reputation was high because 
patients expected that education and research ensured high performance (Kriegel, 
2005). Considering the fact that most patients choose their hospital because of 
convenience, both public hospitals were not necessarily forced to improve their 
performance.
The findings imply that contextual factors, such as the public sector environment, i.e. 
the governmental funding of public hospitals, the constraints by the government in 
terms of public accountability and the imposed targets, influence the attitude of 
managers in hospitals. Cinca, Molinero and Queiroz (2003) state that managers in 
public sector organisations have less room to manoeuvre, i.e. managers’ actions are 
often limited by bureaucratic rules. By contrast, the respondents of the private
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hospitals seemed to be more market-oriented and set their own targets. They seemed 
to be able to react flexible to the requirements of the environment.
8.2.6 Comparison between Countries
A country-based comparison of the interviews showed that there existed differences 
about the attitude towards the measurement of performance. The respondent of the 
German public hospital admitted a lack of performance orientation in the entire 
public sector. To avoid such attitude, the British government imposed numerous 
regulations on public hospitals, which forced them to be performance-oriented. The 
British private hospital was also managed through the application of numerous 
regulations and standards. This could be identifled as a major difference because the 
Norwegian hospital, on the contrary, was managed through independence and self­
responsibility.
As already described, the style of leadership varied significantly between the 
different countries. While both respondents of the Norwegian hospital embodied an 
open and democratic style of leadership, the way of leading in the German private 
hospital could be described as being patriarchal, which means that the managing 
director informed employees about necessary decisions. The general director of the 
British private hospital also manages the hospital in a patriarchal style of leadership 
because she took all necessary decisions but was endeavoured to convince employees 
before they were directed (Tannenbaum and Schmidt, 1958).
The interviewees of both German hospitals and the Norwegian hospital mentioned 
the establishment of partnerships. The findings indicated that the respondents of the 
German hospitals seemed to focus on the exchange of technical devices, such as 
heart catheters, whereas the Norwegian hospital mainly exchanged knowledge and 
experience. The flndings showed the awareness of the Norwegian respondents 
regarding the exchange of intangible resources. This would support the findings of
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Wyatt, Webster and Hunter (2004), who claim that Scandinavian countries are ahead 
when managing intangible resources.
Another difference relates to the attitude of patients towards performance 
information, as described earlier. While British respondents felt that patients would 
not evaluate performance information provided by a hospital, the German 
respondents clearly felt that patients are actively evaluating the performance of the 
hospital.
The differences that were found between the three countries might be explained by 
analysing cultural differences. Although this research did not aim to analyse the 
impact of the different cultural contexts on the awareness of intangible resources, but 
rather to enrich the diversity of the empirical data, the findings showed that there is a 
cultural impact on the issues discussed above. Explanations might be found by 
analysing the work of Hofstede (1984), who examined cross-cultural differences in 
terms of power distance, individualism, masculinity, and uncertainty avoidance. For 
this research, analysing the differences in power distance and individualism between 
the three countries might be useful. Hofstede (1984) found that the power distance 
index is lowest in Norway (31) in comparison with Germany (35) and UK (35). 
Although the variation between the countries is not huge, it suggests that there is less 
dependence between superior and subordinates in Norway. This was confirmed in 
the research by the statements of the director of the Norwegian hospital, who 
explained that staff would work independently and self-responsibly. It appears that 
the gap between managers and subordinates was small.
The degree of individualism refers to the extent to which an individual relies on a 
group. Hofstede’s (1984) work showed that in the UK there is a very high degree of 
individualism (89) in comparison with Norway (69) and Germany (67). This would 
contradict the findings of the current research because it was found that the 
respondent of the British public hospital considered herself as part of the huge
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organisation NHS. However, based on the small size of the preliminary study, 
generalisable implications cannot be drawn in terms of cultural differences.
8.3 Conclusions
This study provided insights into the awareness of intangible resources in different 
European hospitals. It explored the use of intangible resources in performance 
measurement systems. Much of the research in this area has been concentrated on 
the private sector and this study added knowledge to the newly developing research 
looking at hospital settings (see Zigan, Macfarlane and Desombre, 2008).
The discussion showed that specific components of human capital play an essential 
role in the running of the hospital. In accordance with the literature, the importance 
of the knowledge, skills, and professional qualifications of staff was revealed. In 
addition, the current research found that elements such as having a positive attitude 
towards work and the communication between organisational units are important, too. 
Since the literature did not place focus on the latter aspects, further research needs to 
shed more light into their relevance for hospitals.
In terms of structural capital, the research found that elements such as good 
information systems as well as IT systems are important in hospitals. The 
importance of an effective knowledge management system was indicated. Further 
research might investigate to what extent knowledge management systems are 
implemented in hospitals and whether or not they facilitate the overall management 
of intangible resources.
Several components of relational capital were identified as important in the research. 
While the reputation of a hospital and the satisfaction of patients can be seen as 
factors resulting from high performance, components such as partnerships and co­
operation with other health service providers might be seen as an effective way of 
complementing existing resources and enhancing the performance of the hospital. 
Respondents reported that such partnerships were created for different reasons.
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Further research might explore in more depth the different types of partnerships 
between health service providers, such as formal or informal, and the intention of 
hospitals to create such partnerships.
Further, it was shown that for the creation of co-operation between members of a 
hospital, components such as trust and an open relationship are important. Therefore, 
it seems that social capital is an important part of intangible resources, which can 
contribute to the utilisation of other resources such as knowledge and experience. It 
might be worth paying more attention to social capital as an important part of 
intangible resources.
Although managers showed a good awareness and understanding of the importance 
of many intangible resources in hospitals, a great lack in their management and 
measurement could be revealed. It was found that nearly all respondents felt the 
inappropriate management of human capital, although its importance was confirmed. 
Further research might need to explore reasons for that.
Systems that are in place to measure the performance of intangible resources do not 
seem to fully capture them. Only some components, such as the friendliness of staff, 
their attitude and motivation, were covered by current performance measurement 
systems such as observation, interviews, and performance indicators. It was apparent 
that some of the measurement tools seemed to capture better intangible resources 
than others. In general, however, the impression was conveyed that these 
performance measurement systems were not designed to measure intangible 
resources.
The comparison of the management of private and public hospitals leads to the 
conclusion that there are some factors that seem to influence the performance of 
hospitals. It was not only the style of leadership that seem to be influential but also 
the constraints of public hospitals such as the regulations imposed by the government. 
Further, it seemed that the attitude of staff in public sector organisations towards the
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job is different to that in private hospitals. It was shown that staff in public hospitals 
were resistant towards the measurement of individual performance. It might be 
worth exploring to what extent such contextual factors seem to influence the 
management of intangible resources in hospitals. This research revealed that, in 
particular the manager of the German public hospital felt that the management is 
aggravated by constraints resulting from being a public hospital. The same 
respondent mentioned increased competition as another factor, which required 
hospital managers to pro-actively manage their hospitals. Further research might 
explore to what extent these constraints have an impact on the management of 
intangible resources in hospitals. The comparison between the countries showed that 
differences occurred due to cultural aspects. Further research is needed to explore 
the impact of these cultural differences on the management of intangible resources.
Based on the findings of the preliminary study, the main study will place particular 
focus on components of human capital such as the attitude of staff towards the job 
and the communication between different organisational units. Further, it will 
explore in more depth what kind of contextual factors, such as the style of leadership 
and the competitive situation, affect the management of intangible resources. It will 
also explore to what extent knowledge management activities are implemented in the 
hospital. Issues such as the integration of intangible resource in current performance 
measurement systems are considered, but not in great depth, because it was revealed 
that the researcher first needs to identify those intangible resources that affect the 
performance of the organisation before analysing existing performance measurement 
systems. In addition, issues regarding the reporting of intangible resources will not 
be further analysed as it was revealed that financial information is most important 
when searching performance information. Further, differences based on cultural 
aspects will not be considered because this would shift the focus of the research.
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Chapter 9
Findings and Analysis 
of
Contextual Factors and Important Intangible Resources
9.1 Introduction
The following chapters analyse the findings of the main study. For this, the 
theoretical model, described in section 4.7, is applied. Due to the complexity of the 
findings, these are divided into two chapters. The current chapter provides general 
information about the setting and informants. It analyses the contextual factors that 
influence the management of intangible resources. Chapter Ten continues with the 
analysis and examines the supporting management activities of human resource 
management and knowledge management. It also presents the results of the pilot 
questionnaire.
9.2 General Information about the University Hospital
The University Hospital is a teaching hospital affiliated with a university. It was 
originally built between 1884 and 1889 and given the status of a university hospital 
in 1934. It is one of 47 hospitals in the city. As a university hospital, it is a facility 
which, by the nature of its size and importance and its medical affiliation to the 
university, provides a comprehensive range of primary, secondary, and tertiary care. 
It has 1,400 beds and the medical centres treat approximately 46,000 in-patients,
180,000 out-patients and 50,000 emergency patients. The Hospital employs 6,400 
people including 1,100 medical doctors and scientists. 3,000 employees work in 
healthcare and therapeutic professions and 1,000 employees in laboratories and 
research areas. The University Hospital had a total assets amount of €906 m in 2005.
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Revenue was €467 m with an annual deficit of €30 m for 2005 (Hospital’s annual 
report 2005; Hospital’s quality report 2004; Hospital’s website 2007).
9.3 Description of the Organisation of the University Hospital
The Board of Directors comprises four members, namely the Medical Director and 
Chief Executive Officer, the Director of Financial and Administrative Services, the 
Director of Nursing and Patient Organisation and the Dean of the Faculty of 
Medicine, who is responsible for research and teaching in relation to the university. 
The chair of the University Hospital is the Medical Director and Chief Executive 
Officer. He works in close co-operation with the Director of Financial and 
Administrative Services. Both are responsible for the Central Services, i.e. the 
administrative services, of the Hospital. The Director of Nursing and Patient 
Organisation is in charge of the management and development of nursing, innovation 
management and central case management.
The University Hospital provides a comprehensive range of services and medical 
treatments. It consists of fifteen different medical centres, which again consist of 80 
interdisciplinary clinics and institutes. Each centre has a medical director, financial 
administrator, and director of nursing. Central Services form the administrative part 
of the Hospital and include flinctional areas such as project management, human 
resource management and quality management. Subsidiaries such as the departments 
of logistics and facility management also form part of Central Services. Figure 9.1 
provides an organisational chart of the University Hospital.
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Figure 9.1 Organisational chart of the University Hospital
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The researcher worked with the Department of Quality Management to identify the 
key intangible resources within a single department. The Department of Quality 
Management has twelve staff and advises the clinics, institutes. Central Services, and 
subsidiaries of the Hospital on the establishment, measurement or audit of quality 
management systems. Major tasks of the Department of Quality Management 
include undertaking:
• comprehensive quality management
• medical and economic risk management
• safety and risk management in information technology
• central complaint management
• treatment of cases of physician liability and damage to property
• coordination of external quality assurance
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The Department is organised as follows (Figure 9.2):
Figure 9.2 Organisational chart of the Department of Quality Management
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9.4 Overview of the Participants of the Main Study
The main study was split into two parts. During the first part, the researcher focused 
on the identification of important intangible resources at an organisational level. For 
this, top and middle managers of different organisational ranges were interviewed. 
Table 9.1 presents an overview of the managers that participated in the first part of 
the main study.
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Table 9.1 Overview of the top and middle managers interviewed during the 
main study (part one)
Management Level Area Respondent
Board of Directors
Nursing Director of Nursing and Patient 
Organisation
Administration Director of Financial and 
Administrative Services
Financial Administrator of the Centre 
for Neurological Sciences
Financial
Administrators
Financial Administrator of the Centre 
for Internal Medicine
Financial Administrator of the Centre 
for Anaesthesiology/Intensive Care and 
Radiology
Centre Management Director of Nursing of the Centre for 
Internal Medicine
Directors of Nursing
Director of Nursing of the Centre for 
Head Care and Dermatology
Director of Nursing of the Centre for 
Psychosocial Medicine
Director of Nursing of the Centre for 
Surgical Sciences and the Centre for 
Clinical Neurosciences
Director of the Department 
Organisational Strategic Development
Central Services
Directors of 
Departments for 
Central Services
Director of the Department Controlling
Director of the Department Quality 
Management
Director of the Department Project 
Management
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Table 9.2 presents an overview of the respondents of the Department for Quality 
Management. In sum, eight interviews were conducted in this department.
Table 9.2 Overview of the respondents of the QM Department (part two)
Respondent (R) No. Responsibility
R14 IT Service
R 1 5 / R 1 6 / R 1 7 / R 2 1 QM Management 
(Process Attendants)
R18 Secretary
R19 Treatment of Cases of Physician Liability and 
Damages to Property
R20 Operational Risk Management and Central 
Complaint Management
9.5 Analysis of the Contextual Factors
The analysis is based on themes drawn from the theoretical model, which was 
described in section 4.7. The remainder of the chapter analyses the contextual 
factors of the University Hospital and then considers important intangible resources. 
These resources are categorised into human capital, structural capital, social capital 
and relational capital.
9.5.1 Characteristics of a University Hospital
The Head of the Department for Project Management described how the University 
Hospital operated. He stated that this Hospital was a training institution, i.e. in 
addition to patient care, the Hospital provided teaching and research opportunities. 
He reported that, as such, part of the tasks of the Hospital was to undertake the 
education of medical staff. However, respondents felt that this led to difficulties in
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cooperation between nursing and medical staff. In particular, the Directors of 
Nursing felt the difficulties that resulted from being a teaching hospital. The 
Director of Nursing of the Centre for Surgical Sciences and the Centre for Clinical 
Neurosciences said:
“What makes it extremely difficult is that it is a university hospital, 
thus that medical-led research and teaching take priority here. ” 
(Interview 13)
He stated that with each rotation the nursing staff had to start again in integrating 
new medical staff into the work processes. The Director of Nursing of the Centre for 
Internal Medicine explained that the medical staff often had different objectives in 
terms of career. The Director stated:
“In a university hospital that is naturally always difficult, because the 
care o f  patients is not necessarily the goal o f  medical staff, who are 
here on training. ” (Interview 11)
He further explained that the medical staff in training rather aimed to finish their 
training and get on in their careers. Consequently, respondents felt that the 
identification of medical staff with the University Hospital was rather low. The 
Director of Nursing of the Centre for Surgical Sciences and the Centre for Clinical 
Neurosciences explained that the nursing staff form the constant element within the 
Hospital. He claimed that there is little fluctuation among this occupational group.
The Director of the Department Project Management mentioned another issue related 
to the characteristics of a university hospital. He explained that clinicians and 
institute leaders were independent in research and teaching. Managers felt that this 
was a special challenge for the management of these occupational groups given that
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their research agenda was based on their own interests rather than those of the 
Hospital.
Being a university hospital requires it to offer a wide range of health services. Thus, 
the Hospital can consider itself in a position of possessing expensive resources, 
namely specialised know-how and high tech resources that other hospitals do not 
possess. The Director of the Department of Organisational Strategic Development 
said:
“We are highly specialised and have high know-how [...] we have 
high tech resources and high competence. ” (Interview 6)
9.5.2 The University Hospital as a Public Sector Organisation
The Financial Administrator of the Centre for Anaesthesiology/Intensive Care 
explained that the Hospital was a government agency within the public service. The 
Financial Administrator of the Centre for Clinical Neurosciences stated that the 
University Hospital provided its employees with high job security, as it was part of 
the public sector. Indeed, respondents felt that the University Hospital was a very 
employee-oriented organisation. The Financial Administrator of the Centre for 
Internal Medicine further explained that many of the employees were civil servants, 
indicating that they were actually employed by the state. The Head of the 
Department for Quality Management felt that based on a union bargaining agreement, 
the employees had numerous rights. He reported that:
“Here, they get good money in comparison, have a lot o f  autonomy 
and get a lot o f advanced training, for which they do not have to pay, 
and which they do during work time, where they can further develop 
themselves. ” (Interview 2)
Since the Hospital was part of the public sector, it was required to have a works 
council, which monitored adherence to personnel laws and rights. Respondents felt
215
Chapter 9 Analysis o f the Main Study Part One
that in this Hospital the authority mentality was very strongly embodied and not only 
supported by Germany’s employment laws but also by the very strong Works 
Council. The Director of Financial and Administrative Services of the Hospital had 
the feeling that the Works Council would not be very supportive. He explained that 
the Works Council:
“rather works against us than with us. ” (Interview 7)
The Financial Administrator of the Centre for Internal Medicine stated that within 
the Hospital there was very strong protection of employees’ vested rights. The 
Director of Nursing and Patient Organisation illustrated the behaviour of staff using 
the Human Resource Department. She felt that within this Department the authority 
mentality was very strong. She explained that there was little ethos of being a 
service department, which had the responsibility of doing everything in order to 
guarantee the optimal functioning of the core processes, i.e. the care of patients.
9.5.3 The Competitive Environment of the University Hospital
, Several respondents felt that competition in the market was increasing. The 
Financial Administrator of the Centre for Clinical Neurosciences stated that the 
market position in the city was very specific. The Director of the Department for 
Organisational Strategic Development felt that the Hospital faced strong competition 
by having at least one competitor in each activity. He said:
“we have at least one competitor within the region in each field  o f  
clinical activity. ” (Interview 6)
9.5.4 The Financial Situation of the University Hospital
The Hospital’s business is mainly driven by economic considerations. The Financial 
Administrator of the Centre for Internal Medicine explained that the total cost for
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health service provision was not paid by the government as it used to be, i.e. that all 
costs were covered. He said:
“society is simply forced to ration medicine. The rationing can he 
done in two ways: either via price or the offered service. But in any 
case, medicine is rationed. ” (Interview 5)
The respondent realised that the Hospital was getting less money from the 
government and managers felt substantial pressure caused by the increased focus on 
financial issues. The Director of the Department for Organisational Strategic 
Development felt pressure not only because of rising costs but also because of the 
decreasing budget. The Director of Nursing of the Centre for Head Care and 
Dermatology asserted that it was always a daily fight to manage the business with the 
money available.
Next to the decrease in budget, other factors increased the pressure on managers. 
The Financial Administrator of the Centre for Anaesthesiology/Intensive Care 
explained that the Hospital had to cope with €30 m deficits. In addition, he reported 
that, because of the union bargaining agreement, clinical staff sought higher wages 
and often resorted to strike action. The Financial Administrator of the Centre for 
Clinical Neurosciences stated that it would be very difficult to have a good return on 
investment in a market which was highly regulated.
9.5.5 The Spatial Organisation of the University Hospital
The University Hospital possessed a unique physical structure based on the fact that 
the original Hospital consisted of several dozen buildings. Each specialty had its 
own building and infrastructure. Thus, the Hospital consisted of a very decentralised 
spatial organisation. The Director of Financial and Administrative Services of the 
Hospital explained that the fragmented and federal structure led to a limited interest 
in the different ranges of each other. He said:
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“Everyone had his building, everyone had his small realm and you 
did not worry about what happened to the left or to the right. ”
(Interview 7)
The Director of Nursing and Patient Organisation added that each clinic had its 
independent existence. In order to overcome the independence of specialties, the 
Board of Directors initiated the change into a more centralised formation, i.e. several 
units were combined to form one centre. The top management of the University 
Hospital planned to move all centres and departments into one single building.
9.5.6 Characteristics of the Staff Profile of the University Hospital
Every hospital consists of at least three parallel working hierarchies, namely nursing, 
medical and administrative staff. The Financial Administrator of the Centre for 
Neurological Sciences explained that serious problems might occur if these 
hierarchies start “fighting” with each other. The Director of Nursing and Patient 
Organisation felt that in this particular Hospital, the occupational groups of medical 
and nursing staff had developed strong tendencies of demarcation. She felt that both 
groups placed high emphasis on their dominance and very much developed their own 
profiles. The Financial Administrator of the Centre for Internal Medicine explained 
that:
“We have here a very strong separation o f  occupational groups.
Medical staff and nurses are not always a team and i f  the 
administration then joins, it really crashes. ” (Interview 5)
Further, he felt strong resentment between all hierarchical levels. The Director of 
Nursing and Patient Organisation explained the role of the administrative services. 
She felt that the whole administration of the Hospital had immense power because 
they were responsible for economic affairs. She thought that clinical staff were 
almost subordinated by the administrative departments. The Director of Nursing of
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the Centre for Internal Medicine claimed that the Central Services should be a 
service provider for the clinical staff of the Hospital rather than the other way around.
9.5.7 The Style of Leadership and Management in the University Hospital
Based on the legal rights given to the staff, the Head of the Department for Project 
Management felt that the Board of Directors found it hard to manage in some 
circumstances. He explained that it was necessary to convince employees of the 
needs for changes. This required excellent communication skills in order to achieve 
organisational objectives. Many respondents felt that the style of leadership applied 
by the Board of Directors was characterised by an active attitude. The Head of the 
Department for Project Management explained that, with the current members of the 
Board of Directors, they have achieved a lot. The Director of the Department for 
Organisational Strategic Development agreed and emphasised that the Hospital was 
led by a Board of Directors which had many ideas, was very committed and 
competent. The Financial Administrator of the Centre for Clinical Neurosciences 
illustratively summarised the role of the Board of Directors as follows:
“They are steering a big ship. They are getting the tanker hospital to 
turn. In fact, they are doing a goodjob. ” (Interview 8)
Respondents felt that because of the strong resistance of staff towards change, the 
success of this process heavily depended on the skills and competence of the 
managers. Several respondents mentioned the importance of the support of the 
middle managers. The Director of Nursing of the Centre for Surgical Sciences and 
the Centre for Clinical Neurosciences realised that guiding and leading staff was 
highly important. He said:
“Staff need guidance, but how the leadership is carried out that is the 
important topic. ” (Interview 13)
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The Director of Nursing and Patient Organisation agreed and stated:
“The most important message is: the manager has to support it. ” 
(Interview 4)
In particular, the importance of the lower managers, i.e. the managers of the wards 
was identified. The Director of Nursing of the Centre for Internal Medicine stated 
that the performance of a ward strongly depended on its manager. The Director of 
Nursing and Patient Organisation realised that the lower managers needed a new 
understanding of management. The Director of Nursing of the Centre for Head Care 
and Dermatology explained that in former times the focus of the ward manager role 
was the care of patients. Now however, the role had shifted to management and 
leadership tasks. The Director of Nursing of the Centre for Surgical Sciences and the 
Centre for Clinical Neurosciences agreed and explained that they had increased the 
competence of the ward managers:
“we have extended the field  o f competences. ” (Interview 13)
The Director of Nursing for the Centre for Surgical Sciences and the Centre for 
Clinical Neurosciences explained that the Board of Directors had initiated a “Clinical 
Leadership Programme” which provided guidance to leaders and managers. 
Accordingly, all Directors of Nursing altered the responsibility of their ward 
managers to more management tasks and increased these to 70-80%.
When asked about the characteristics of a ward manager, the Directors of Nursing 
explained that a lot of communicative competence and commitment would be 
necessary, as well as the ability to prescribe clear structures and inspire employees. 
It would further be important to set an example and to lead according to humanistic 
thoughts. Respondents reported that professional qualifications, conflict resolution 
ability, assertiveness, and empathy were highly valued. The Director of Nursing of
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the Centre for Surgical Sciences and the Centre for Clinical Neurosciences stated that 
most important would be that managers have a good relationship with staff. He said 
that it would be important that:
“the managers are able to reach the staff. ” (Interview 13)
The style of leadership applied by middle managers varied a lot, especially among 
the Financial Administrators of the Centres. While the Financial Administrator of 
the Centre for Internal Medicine reported that he heavily used the budget as a 
management tool, the Financial Administrator of the Centre for 
Anaesthesiology/Intensive Care heavily relied on communication. He claimed:
“Leadership is communication. ” (Interview 9)
In addition, he explained that the better the communication the better processes 
would be. He said:
“the more you can communicate and the more you can give clearly 
structured guidelines and discuss objectives, the better it works. ” 
(Interview 9)
Therefore, he rejected the number-oriented style of leadership of the Board of 
Directors. He said:
“It is not possible to have a self-control mechanism based on 
numbers. Numbers are an instrument in order to make things 
transparent and conscious. But they are not the only instrument used 
for control. ” (Interview 9)
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In addition, respondents stated that the styles of leadership used by managers of the 
Central Services varied significantly. The Head of the QM Department explained 
that he was forced to adjust his style of leadership to the attitude of staff. He claimed 
that within his Department there existed a strong authority mentality. He felt that 
several of his employees insisted on their rights as public servants. Consequently, he 
changed his style of leadership. He realised that a flat hierarchy and a very large 
team did not work for his staff. The Head of this Department explained that he 
refrained from deciding everything collectively and from giving responsibility to 
staff. He reported:
“Regarding my style o f leadership, I  was hardly a leader before, but 
this has changed in one and a half years. From a very fla t hierarchy, 
from a very large team, from an attempt to decide everything 
collectively and to give personal responsibility to the realisation that 
with some people it does not work. You will only be cheated. ” 
(Interview 2)
He further described his expectations of the staff such as transparency in 
work and an active attitude. He stated that:
“Also the demand: please be a bit more transparent, I  would like to 
see what you are doing and to say: you have had enough chances.
Now I  am no longer satisfied. I  simply expect that from you, but I  still 
make the offer: tell me what you need in order to achieve more. I f  
you tell me what you need, then you will get it, but I  also expect you 
to achieve it. ” (Interview 2)
The perception of the QM staff regarding the style of leadership of the manager was 
rather negative. Many of the respondents had the feeling that he was neither a 
manager nor leader. In particular, they felt that he was not reacting adequately to 
each situation and task. Two members of the QM Department said:
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“I  think one notices that he does not have experience in personnel 
leadership. ” (Interview 16)
“He is not an executive at all. Zero. He strives to get there but 
leadership is really something he has to learn. To react to each 
employee, to each situation and each task always adequately- that is 
very difficult fo r him. ” (Interview 20)
Many of the respondents claimed that his way of managing the department and 
dealing with staff was not productive. They felt that he applied pressure 
unnecessarily, which was perceived as not promoting the productivity of the 
department. Although the Head of the Department denied using this approach, each 
of the employees heavily noticed it.
The Head of the Department seemed to have realised the effect he had on the climate 
and motivation of staff and sought assistance. His deputy appeared to give support in 
the people management aspects of his job. She explained that she would give:
“a good deal o f  assistance i f  it concerns talking to staff, employment 
and development o f  staff. ” (Interview 20)
9.6 Strategic Objectives of the University Hospital
The Director of Financial and Administrative Services had already described the 
overall strategic objective of the University Hospital during the interview conducted 
as part of the preliminary study. He explained that the main objective was the 
improvement of organisational performance. He stated:
“we need to be able to offer high quality under the new economic 
conditions. ” (Interview 4, Preliminary Study)
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Thus, the main strategic objectives were achieving high qualitative services along 
with economic efficiency. Some respondents felt that the strategic objectives 
contradicted each other. The Financial Administrator of the Centre for Clinical 
Neurosciences described the situation as follows:
“We have a great conflict o f  goals. On the one hand, we want to 
have highest-end medicine and on the other we want to have good 
marginal costs. ” (Interview 8)
In order to achieve high organisational performance, the Board of Directors intended 
to separate the three functional areas of research, teaching, and patient care. The 
Director of Nursing and Patient Organisation argued that performance could only be 
improved through specialisation and suggested that each medical staff should get the 
opportunity to decide for research, teaching or patient care:
“You have to focus on some areas; otherwise you will not survive 
here in this market. ” (Interview 4)
In order to achieve these objectives, managers and staff identified the following 
resources as important.
9.7 Identification of Important Intangible Resources
9.7.1 Human Capital
The literature review revealed that human capital refers to all resources, skills, and 
abilities that are intrinsic to human beings (section 3.3.3.1). For analysing important 
elements of human capital, the theoretical model, proposed in section 4.7, is applied. 
Thus, focus is placed on resources such as knowledge, experience, and attitude. In 
addition, resources that have emerged during the analysis are considered.
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The Director of Nursing of the Centre for Psychosocial Medicine illustrated the 
importance of human capital for the University Hospital:
“our potential is really our staff who have a lot o f  know-how and 
very high professional experience and technical training. ” 
(Interview 10)
Respondents felt that knowledge, experience, and training were among the most 
important items of human capital in this setting.
9.7.1.1 Knowledge
The importance of knowledge for the fulfilment of the tasks of both managers and 
staff was emphasised on various occasions. At organisational level, some of the 
middle managers had the impression that the know-how of staff was a huge problem. 
The Financial Administrator of the Centre for Internal Medicine explained that many 
semi-skilled nurses were shifted to administrative departments without receiving an 
adequate level of training.
At departmental level, various forms of required knowledge could be identified. The 
Head of the Controlling Department felt that it was a prerequisite that the members 
of the Controlling Department not only had hospital-specific knowledge, but also 
knowledge about the individual centres and their characteristics. Thus, structural 
knowledge was seen as important. Members of the QM Department agreed and 
explained that it was necessary to have special knowledge about the processes and 
structures of the departments, and about the organisation and structure of the 
Hospital. One member of staff asserted:
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“For my work it is most important to have a good overview o f the 
clinical, structural and operational contexts and also be able to link 
them. ” (Interview 20)
A further type of knowledge concerned technical knowledge. In particular, the 
respondents of the QM Department claimed that technical knowledge of norms and 
standards was essential to be able to support the departments and clinics in the best 
possible way. Further, medical knowledge was perceived as important. Related to 
knowledge was the competence of knowing where information could be found. One 
respondent explained that it was important:
“not only to have everything in the head, but also to know where I  get 
information from, where I  find  it. I  think that is more important 
actually. ” (Interview 17)
Findings further revealed that in case of missing specific knowledge, cooperating 
with other departments might help to find relevant information. One member of the 
QM Department explained that she had no specialised knowledge in the field of law 
or in the medical field, which she actually needed for her work. Thus, she felt that 
she heavily relied on co-operation with the Legal Department and the medical staff, 
who had to provide her with necessary information. Sharing specialist knowledge is 
important in a complex organisation.
9.7.1.2 Experience
The analysis of the meaning of experience led the researcher to the distinction 
between experience gained in former jobs and experience developed during the 
current job. While the experience of former jobs seemed to be useful but not always 
applicable to the current job, experience gained in the actual job seemed to be always 
important.
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Experience gained in former jobs
Most respondents of the QM Department felt that they could apply former 
experience to their current job. Several respondents had a nursing background and 
were highly convinced that this experience was very helpful when going into the 
clinics. One respondent stated:
“My experience as nurse for paediatrics is useful, simply because one 
can say: I  know you do not have time. Thus, that one understands the 
clinical perspective and can show that we are not just from the office 
and only have theoretical knowledge, but also know the practice side 
very well. ” (Interview 21)
Above all, it was felt that to have experience helped to better understand the 
circumstances in the clinics and increased the ability to convince the members of 
staff in the clinics. One respondent reported that it supported her in circumstances 
where she felt insecure. She explained:
“At the beginning, I  actually, only used my experience o f  the former 
job. I  always reported from my own clinic and said: you know we 
have done things in such a way before. ” (Interview 15)
Thus, it could be assumed that experience seemed to be important if training or 
guidance via guidelines and manuals were not available. In order to use existing 
experience optimally, the Head of the QM Department allocated Process Attendants 
to disciplines in which they already had some experience. One of the respondents 
was, for example, responsible for the laboratories and radiological disciplines based 
on her working experience as medical technical assistant. Thus, the employee could 
use her background knowledge and experience to better understand the processes of 
the specific clinics and departments.
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Experience gained during the current job
Respondents felt the experience gained in current jobs as important. One of the 
respondents was new to the QM Department and often felt overwhelmed with the 
complex work. She hoped that she would feel better once she would be more 
experienced:
“Then I  roughly know how long I  need for this and what still has to 
he done, for example, how long I  really need for things. ”
(Interview 15)
9.7.1.3 Attitude Towards the Organisation
Several respondents described the general attitude of various staff towards the 
organisation and the necessary changes of the management as a further feature of 
human capital. In general, top and middle managers felt a negative attitude from 
staff. Resistance mainly occurred in terms of changing their attitude to service- 
oriented behaviour. The Director of Nursing of the Centre for Head Care and 
Dermatology explained:
“The times are very difficult, because staff do not like to be involved 
in these changes. For them everything is rather disturbing. It is the 
art o f  the ward managers [...] to integrate them into the change 
process. ” (Interview 12)
In particular, the Department of Human Resource Management was felt to have an 
extremely negative attitude. The Director of Nursing and Patient Organisation felt 
that:
‘There is total resistance and they only work to rule. ” (Interview 4)
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The Head of the Department for Quality Management explained that the Board of 
Directors and the managers tried to change the attitude of employees. The Director 
of Nursing and Patient Organisation felt that the attitude of staff played a significant 
role in ensuring a successful change process in the University Hospital. She realised 
that the management had to encourage staff to actively participate in the change 
process and that they had to be convinced of the resulting improvements. She 
described the situation as follows:
“We need the commitment that everybody is ready to participate.
You have to change the thinking o f the people to get them saying: we 
all have to go this stony way. I f  they recognise that this phase o f 
saving and the generation o f potentials and the implementation o f  
rationalisation measures is justifiable, this serves the objective o f  
bringing the Hospital forward. ” (Interview 4)
However, managers felt that the implementation of this new attitude was not an easy 
task because strong resistance existed among the employees. The Financial 
Administrator of the Centre for Internal Medicine noted that:
“You simply have people who turn themselves against everything 
new”. (Interview5)
The Financial Administrator of the Centre for Anaesthesiology/Intensive Care further 
explained that people have a lot of fear in giving up something they had become used 
to and fond of. Therefore, the process of change was seen as difficult. The Head of 
the Department Quality Management stated that it would take time to get the 
understanding of change into the heads of staff.
At departmental level, the Head of the Department for Quality Management stated 
that one of the main problems he faced was the lack of service-attitude among staff.
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He had the feeling that public service thinking was still deeply rooted in the 
employees. He expressed the necessity to change their way of thinking as follows:
“we need to lead them away from this public service thinking to 
service-oriented, customer-oriented, performance-oriented thinking”. 
(Interview 2)
Another respondent of the QM Department felt the same and stated that some 
members of staff had a strange attitude to work. She claimed that, although they 
enjoyed privileges, they would rather focus on their own advantage. She said:
“I  think the people here have a bit o f  a strange attitude to work. I  
find  that they already have quite a good job and are quite free and 
flexible and I  always think it is rather a give and take situation and, 
partly, I  have the feeling that with some employees this taking is more 
strongly pronounced and I  always ask myself, how do such people 
want to survive in the free economy? That is what is noticeable to 
me. ” (Interview 20)
9.7.1.4 Loyalty Towards the Organisation
Loyalty towards the organisation is strongly related to the attitude of staff towards 
the organisation. Although one respondent of the QM Department stated that this 
position required strong loyalty to the Hospital, not enough evidence could be found 
that strong loyalty towards the organisation exists. She explained that:
“one places oneself naturally on the side o f  the [Hospital]. That is 
the first thing I  learned. Thus, I  think loyalty is very important at this 
place. In the end, one has to be on the side o f  the [Hospital]. ” 
(Interview 19)
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The statements of the managers regarding the identification of medical staff with the 
University Hospital showed that this was rather low. It can be assumed that junior 
doctors in training are more loyal to their profession than to the Hospital. Managers 
felt that this made the task of managing them difficult.
9.7.1.5 Qualifications
The Director of Nursing and Patient Organisation discussed the importance of 
specialist qualifications. According to her, it was the responsibility of the top and 
middle managers to identify the key qualifications needed by staff to meet the 
requirements of the University Hospital. The respondent felt that because of the 
introduction of new job roles, such as primary nurse, she had to look for new 
qualifications among the nursing staff. She explained that she intended to introduce 
the Bachelor degree for Nursing Science as a new course in the university. She 
claimed:
“I f  nursing is to become more professional, we also have to offer 
nurses the opportunity. ” (Interview 4)
The Director of Nursing of the Centre for Internal Medicine agreed and stated that 
people would have to have another qualification in comparison to what was needed 
so far. He felt that the work of ward managers was too nursing-oriented.
At departmental level, one member of the QM Department felt that to have the right 
qualifications was among the most important requirements for her work. She said:
“I  think having the right qualifications is absolutely necessary. ” 
(Interview 15)
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9.7.1.6 Communication Skills
The meaning of having appropriate communication skills has previously been 
emphasised, when the importance of the style of leadership was analysed. It was 
shown that senior and middle managers perceived communication skills as highly 
important. Further, several middle managers mentioned communication skills as an 
important condition for staff to undertake their job. Respondents explained that 
communication skills were necessary because many interfaces to other departments 
and external parties existed which required continuous communication with each 
other. One Process Attendant of the QM Department illustrated the meaning of 
communication. She said:
“Without communication nothing works. ” (Interview 15)
The official in charge of operational risk and complaint management of the QM 
Department explained important facets of communication skills. According to her, 
communication requires, among other qualities, assertiveness and commitment. She 
said:
“For my work it is most important to have [...] high potential in the 
ability to communicate; thus, I  mean not only how you phrase things, 
but also how it relates to assertiveness, commitment, and self- 
confidence. ” (Interview 20)
9.7.2 Structural Capital
The analysis of the elements of structural capital is aligned to the theoretical model 
suggested in section 4.7. Thus, elements such as routines, information technology, 
and information and communication management are analysed.
232
Chapter 9 Analysis o f the Main Study Part One
9.7.2.1 Information Technology (IT)
In particular, the importance of IT systems was revealed during the interviews with 
the Directors of the Departments of the Central Services and the members of the QM 
Department. Respondents explained that nearly all tasks in the QM Department 
relied on software, databases, and electronic information and communication systems. 
Several middle managers confirmed the importance of an efficient working IT 
system. The Director of the Controlling Department stated:
“IT is for us a crucial resource and above all IT  integration. 
(Interview 1)
The Director of Financial and Administrative Services explained that new IT systems 
were required because of the new organisational structure. He explained that the 
formation into centres required the linking of different units by additional IT systems. 
Despite the importance of IT systems, many respondents reported problems. The 
Head of the Department for Quality Management noted that the organisation 
possessed too many systems, which made the preparation of data extremely laborious. 
He further explained that the QM Department did not have an IT-supported, web- 
based workflow that facilitated the exchange of information with other organisational 
units. The Financial Administrator of the Centre for Internal Medicine felt that 
databases were highly important. He explained:
“Databases are unbelievably important in every company, otherwise
you would not have the ability to control things. ” (Interview 5)
The respondent further explained the kind of information he received from the 
databases. According to him, he extracted information about budget and human 
resources. He explained that he needed to know how much money he spent on 
which services. Further, he reported that he extracted information on human
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resources, e.g. how many staff he employed, when they had began their employment, 
how much they cost, and when their contracts ran out.
9.122  Information and Communication Management
Almost all respondents, i.e. middle and top managers and the members of the QM 
Department saw the ways of communicating and informing staff as crucial. The 
Head of the Department for Quality Management described how intensive 
communication was necessary to mediate organisational values to employees. The 
Director of Nursing and Patient Organisation also felt a strong need for transparency 
and communication. She considered it important in order to get every single 
employee involved in achieving the set objectives.
The respondents described different tools used by the Board of Directors in order to 
communicate with all members of staff. The Director of the Department for 
Organisational Strategic Development mentioned regular information sessions of the 
Board of Directors, so called lunch-tables, which would provide the opportunity to 
meet with staff. It was stated that there was regular email traffic to inform all staff 
about any kind of news. Therefore, the Head of the Controlling Department 
perceived the way communication was handled as very good. The Head of the 
Department for Quality Management disagreed and explained that there was a 
breakdown in communication between managers and staff. He felt that there was no 
exchange of information from bottom to top or from top to bottom. He reported that 
the communication and information management worked quite well at the top levels; 
and he claimed that, further down the hierarchy, information would be transferred on 
an informal level. He said:
“Thus, I  do not see it. The first and second levels are reached, but 
the larger part o f the workforce is not reached. The information 
management we have here runs quite well on the first and second 
levels. [...] Further down we have such an informal level, which
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perhaps runs well at departmental level, but there is a very bad 
exchange with management level. That does not work and neither 
does communication traffic from top to bottom. ” (Interview 2)
The Director of the Department for Organisational Strategic Development agreed 
and said that:
“we have not yet reached everybody in the hierarchy. ” (Interview 6)
The Head of the QM Department further explained that factors such as shift work 
hindered communication. He claimed that no investment was made to improve 
communication channels. In general, the respondents claimed that still more 
information had to be given.
One respondent of the QM Department felt that the communication of organisational 
values and goals was important but not done very well. One respondent had the 
feeling that too many places existed where useful but partial information could be 
found. She claimed that getting this information was not easy:
“It is written everywhere but only i f  you are smart you can find  it and 
put two and two together. ” (Interview 20)
Thus, it was felt that more communication by the Board of Directors was needed 
because much information would not be transparent. The Financial Administrator of 
the Centre for Anaesthesiology/Intensive Care and Radiology felt that:
“there is still too much only within the heads o f the members o f  the 
Board o f  Directors. ” (Interview 9)
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9.T.2.3 Routines
Routines were described mostly at departmental level. In the QM Department, 
routines, i.e. repetitive work, seemed to play an important part in the fulfilment of all 
tasks. In general, a large part of the work of the Process Attendants was based on 
such routines. The same procedure was always applied for the implementation of a 
QM system in different organisational units, i.e. the initiation of contact and support 
of the management, initial meetings with all members of staff, the appointment of a 
QM coordinator in the units and the allocation of related tasks. The development of 
a standardised QM manual for the implementation of a QM system provided the 
necessary structure in order to develop routines. One of the respondents said that:
“routines in terms o f keeping structures exist, o f  course, hut the 
content is always new. ” (Interview 20)
Another respondent stated that about 50% of her work consisted of routines. 
Nevertheless, she explained that she would not want to have more repetitive work:
“I  would not actually like to have more routine, I  think it is exciting 
to train yourself again and again. ” (Interview 21)
One respondent described her work in terms of routine in more detail. She explained 
that some procedures were recurrent, while the individuals with whom she had to 
deal would change. Thus, in agreement with the previous statement, too much 
repetitive work was not wanted in her job. She said:
“i f  I  create a case now, that is routine, how that is put into the system 
and then there are certain operational sequences, some appraisal is 
provided and then the medical staff get a letter and give a statement, 
that is naturally all routine. Not routine is that I  have to read into 
each case: what has happened, what is the background, why it
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happened, why is this person or the relatives dissatisfied and that is 
individual, and I  think that is also the exciting part o f  my job. ” 
(Interview 19)
Rather, respondents felt that creativity was required in these jobs, too. One member 
of staff said:
“it is always a challenge to do things with different people and in 
different situations. This is, o f course, a creative challenge. ” 
(Interview 16)
Further, she explained that both basic structures and freedom are needed. She said 
that it would be important to have:
“the mixture- that we have obligatory rules for the procedure, that I  
do not have to invent everything again- but at the same time I  have 
sufficient freedom. ” (Interview 16)
9.7.2.4 Documentation of Processes
The documentation of processes is seen as an initial step for standardisation and 
facilitating the carrying out of routines. Several Directors of the Departments for 
Central Services described the preparation of documents for staff. The Head of the 
Department for Project Management explained that his staff used templates stored on 
the department’s website. For example, they could download guidelines for the 
documentation of the project. The Head of the Controlling Department had to admit 
that documentation and standardisation were still missing in his Department. He said:
“That is something we do not have at the moment, unfortunately. At 
the moment, this is only knowledge that exists within the heads o f the
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employees and which is not recorded anywhere. We have intended to 
record it, o f  course, for a long time, hut we are still a long way away 
from that. ” (Interview 1)
The Head of the Department of Quality Management explained difficulties related to 
the documentation of processes. According to him, the staff of the QM Department 
would not be able to manage all the documented information, as there were too much 
data for the current systems:
“There are a lot o f things documented, but we cannot manage this 
amount o f  data very well. ” (Interview 2)
The work of the QM Department required a high standardisation of processes. In 
particular, the work of the Process Attendants had been documented in the 
department-internal manual. Still, one of the Process Attendants felt that she could 
have more templates in order to facilitate her work. She explained that she liked to 
have a project plan for all projects in the department.
Although the staff of the QM Department regularly developed QM manuals together 
with and for the different clinics and departments, some of them claimed that they 
did not consider manuals as useful for their own work. Only some respondents felt 
that these were of use for the fulfilment of the tasks.
One respondent stated that manuals were of marginal importance. She said that she 
would rather learn by looking at and reading through the individual cases of 
physician liability. This provided her with the necessary understanding. One 
Process Attendant had the same opinion and stated that she did not consider manuals 
as useful for her job. She preferred to develop her own system of coordinating and 
arranging her work. Another respondent confirmed that, and claimed that manuals 
were not of so much use to her, because she already knew the content. She said:
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“I  know by heart what is in there. ” (Interview 20)
She explained that manuals would be highly important if there were an intense 
rotation of staff. Moreover, she felt that manuals could provide guidelines to keep 
everyone focused. She explained:
“I  believe such a QM manual has two sides. On one side, it is 
definitely a pile o f  paper documents, which is perhaps meaningful in 
work areas, where personnel change, where staff rotate- there I  think 
it is useful. In any case, there are compulsory operational sequences 
and obligatory structures regulated. I  think it is good, because every 
now and then everyone does his own thing. I, as an employee, think it 
is good to know where my department wants to go and what goals we 
have for a certain period. ” (Interview 20)
In contrast, other Process Attendants considered the QM manual for the introduction 
of QM systems as helpful. In addition, the Department had a lot of templates and 
other material, which could be used for reference:
“i f  I  want to read something again or realise that I  can no longer 
remember everything, then I  can always read it again to refresh my 
memory. We also have the current norms available, which we can 
read again i f  I  want to see i f  I  am going the right way or drifting 
away. We also have good intranet and internet access in order to 
look somewhere else. ” (Interview 17)
Thus, the existence of documented or explicit knowledge seemed to be important to 
some members of the QM Department. In fact, one of the respondents stated that it 
was essential to have both tacit and explicit knowledge:
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“Naturally, we do a lot in our head and this becomes quite obvious 
when someone goes somewhere; one can talk just like that and say 
something sensible, but o f course our know-how is inside the PC.
That is our common know-how. That is the important thing. ” 
(Interview 17)
Another respondent agreed and felt that the documentation of processes was 
undertaken very well in the Department. She stated that:
“our processes are actually already very well described. ”
(Interview 20)
It was felt that the documentation of processes was quite important for the creation of 
characteristics and for referencing. Further, documentation could provide data for 
statistical overviews. The documentation of processes was also perceived important 
for another reason. One respondent explained that the QM manuals of the clinics 
were collected and stored in the QM Department. The advantage of this process was 
seen in the great data pool from which other resources, such as manuals and 
knowledge, could be generated. One respondent summarised:
“Because the documents from all clinics are stored here, we have 
access to a massive pool o f templates from which we can create 
general templates that are given to the clinics which then customise 
them to their own department. ” (Interview 17)
Related to the use of manuals and other documents was the use of IT. At that time, 
the Department was introducing new software with which one could enter QM 
documents into the intranet. One respondent explained that the individual units 
should be enabled to independently take care of their documents.
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9.7.2.S Optimisation of Processes
The Head of the Department for Project Management explained that the aim of 
process optimisation was to use material resources, such as operation theatres, and 
intangible resources, such as human capital, in the best way possible in order to get 
excellent patient care. He explained that, in order to achieve that, they recorded 
processes and attempted to optimise them. He said:
“we do such things like recording and optimising processes on the 
basis o f individual work procedures. ” (Interview 3)
The processes were improved by first analysing the status quo of the process. The 
Financial Administrator of the Centre for Internal Medicine felt that the analysis of 
the processes helped a lot to improve performance. He noted that because of the 
detailed analysis they uncovered potential areas for improvement.
“for the first time, processes are defined and written down and, thus, 
we have achieved a lot. When you write something down, then you 
often realise what nonsense you do actually. ” (Interview 5)
He reported that his unit had become aware of several weaknesses. Based on the 
analysis of individual work procedures redundancies were uncovered. Consequently, 
appropriate measures, such as new operational sequences, were introduced. The 
Director of Nursing and Patient Organisation summarised the benefits of analysing 
processes. She said:
“Process analysis helps. It is a lot more efficient. We will probably 
consider how to structure our processes even more. ” (Interview 4)
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The Head of the Department for Project Management also emphasised the meaning 
of technology in order to illustrate and analyse process chains. In this context, he 
pointed out that he welcomed the opportunity of introducing more process managers, 
which coordinated not only emergency cases and operation theatres, as currently 
done. He explained that he would also like to have an additional outpatient 
coordinator and a coordinator for the beds of the entire Hospital. The Head of the 
Department for Project Management admitted that the optimisation of processes 
would be a long and difficult process, which would take many months. According to 
him, problems occurred because of the resistance of employees, since it was related 
to changing processes, of which they had grown very fond. The Financial 
Administrator of the Centre for Anaesthesiology/Intensive Care had the same 
experience within his centre and explained that:
“it is not that things are not activated; only the acceptance is often 
problematic. The tool is often too unmanageable and also the 
communication is not very good. ” (Interview 9)
In addition, different concepts, such as standardised operating procedures, primary 
nurse, and clinical pathways, were introduced to optimise processes. The Financial 
Administrator of the Centre for Clinical Neurosciences stated that the 
implementation of standardised operating procedures was not done thoroughly. He 
felt that the entire University Hospital could do a lot more in this respect. He 
claimed that this would be an area, in which they could need more help. It was 
reported that the Centre for Psychosocial Medicine had developed highly structured 
and standardised processes. The Director of Nursing of this Centre felt that it might 
be useful for other directors to have a look at them. She explained that because of 
the medical cases of this centre, structured procedures were introduced several 
decades ago.
The Director of Nursing and Patient Organisation of the Hospital introduced the job 
role of primary nurse. She explained that the idea was to only have one nurse who
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would accompany the patient through the entire process, which subsequently lead to 
shorter stays in the hospital. She further explained that the concept included the shift 
of the responsibility of organising processes ftrom the medical to the nursing staff. 
She was aware that this change required a substantial reorganisation of both 
occupational groups.
This new approach also required the development of new clinical pathways. The 
Financial Administrator of the Centre for Internal Medicine realised the important 
role of the concept for optimising processes. He stated that:
“these medical pathways play a very important role during the 
optimisation ofprocesses andfor savings funds, with the avoidance o f  
wasting money. ” (Interview 5)
Convinced of the increased efficiency, the Director of Nursing and Patient 
Organisation intended to structure even more the processes within patient care. She 
argued that:
“i f  the path is fixed for the patient then it is simple for a competent 
nurse to do that independently. ” (Interview 4)
However, the Financial Administrator of the Centre for Internal Medicine was 
cautious and felt that one had to be careful not to get a rigid system in which the 
patients would get lost.
9.7.3 Social Capital
Social capital refers to all resources that play a significant role in the establishment 
of intra-organisational relationships. Hospitals consist by nature of numerous 
internal co-operation and interfaces between the occupational groups. In a university
243
Chapter 9 Analysis o f the Main Study Part One
hospital, however, even more interfaces and relationships exist. The study focuses 
only on relationships that are related to the working disciplines of the interviewees. 
For the analysis, the theoretical model, proposed in section 4.7, is applied. Thus, 
resources such as existing networks, trust and mutual understanding, and the 
identification with the entire organisation are considered. The meaning of shared 
goals and values, expressed in the organisational mission statement, is analysed.
9.7.3.1 Structural Dimension
Network ties between organisational members
This section looks at the relationships between different centres and medical and 
nursing staff. It also analyses the relationships between these and the Central 
Services. Internal co-operation within the Central Services are considered. Not 
included is, for example, the relationship between the three organisational functions: 
research, teaching, and patient care. In general, it was found that due to the highly 
specialised knowledge of each department or occupational group, cooperation was 
necessary in order to supplement knowledge.
Relationship between the management of the centres
Each centre consisted of a medical director, a financial administrator, and a director 
of nursing. Respondents stated that the co-operation between Financial 
Administrators and the Directors of Nursing seemed to be excellent in nearly all 
centres and based on appreciation and trust. The Director of Nursing of the Centre 
for Head Care and Dermatology explained that the Medical Directors would only be 
involved if problems occurred. He felt that the Medical Directors felt superior. The 
Director of Nursing and Patient Organisation had a different impression and felt that 
the cooperation between all occupational groups worked well:
“The managers o f the centre communicate very strongly with each 
other, thus the nursing and administrative managers, but I  also think 
that the cooperation between all three occupational groups has
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become a lot more consistent within the last years. They cooperate 
very well. ” (Interview 4)
Most respondents felt the same. One Director of Nursing stated:
“The predominance is a good co-operation and also good 
communication and I  also think that is dependent on the person and 
there we have a good composition. ” (Interview 13)
These relationships were based on regular meetings of all members of the centre 
management.
The Head of the Department for Quality Management experienced that most Medical 
Directors lacked the necessary knowledge and experience in order to undertake 
management tasks effectively. He argued:
“most o f  the professors have not learned how to manage, they only 
learned how to provide medical care or how to do research, those are 
no managers. ” (Interview 2)
It was reported that the clinical staff did not want to be managers and were not able 
to do that either. Therefore, the Head of the Department for Quality Management 
claimed that it would be the responsibility of the Financial Administrators of the 
centres to provide support and release the medical staff from the whole tasks of 
management. The respondent had to admit that the Financial Administrators often 
had tedious discussions with the Medical Directors of the centres on different 
management issues. He felt that the Financial Administrators needed more authority. 
He stated:
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“they should have more authority for directives. ” (Interview 2)
Cooperation between the different Directors of Nursing
The Directors of Nursing said that co-operation between them had dropped over the 
last few years. The Director of Nursing of the Centre for Psychosocial Medicine had 
to admit that the intensity of co-operation changed within the last couple of years. 
She explained that, before they used to have a strong relationship accompanied by 
common supervision and training sessions. She felt that nowadays the relationships 
were less strong and highly dependent on someone’s interest. She explained that, 
because of staff shortage, the workloads of the Directors of Nursing have increased 
over the years and therefore, the time for regular meetings was shortened. She said:
“The work areas extended and became larger. The tasks also 
extended and became larger. ” (Interview 10)
The Director of Nursing of the Centre for Head Care and Dermatology had the same 
feeling and said that:
“everyone is fighting on his own. ” (Interview 12)
It was further explained that regular co-operation depended on trust. The Director of 
Nursing of the Centre for Head Care and Dermatology felt that the Directors of 
Nursing should:
“help and consult themselves mutually”. (Interview 12)
However, some Directors of Nursing did not support this idea. The Director of 
Nursing of the Centre for Surgical Sciences and the Centre for Clinical 
Neurosciences considered another aspect. He noted that it would be very important
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to have spatial proximity. Otherwise, he felt it would be very difficult to meet and to 
cooperate closely. Sitting door by door with the Director of Nursing of the Centre 
for Head Care and Dermatology, he felt the advantages of such closeness. He 
explained that they complemented each other content-wise, gave each other feedback, 
and supported each other professionally. He explained that next to spatial proximity 
empathy had an important role to play:
“this is also a question o f empathy and how you get along with each 
other. ” (Interview 13)
Cooperation between Financial Administrators of the Centres and the Central 
Services
In order to fulfil their tasks the Financial Administrators heavily depended on the 
information provided by the Central Services. Since a department’s performance 
was mainly measured by budget management, the information given by the 
Controlling Department was seen as highly important. Yet, the perception of the 
performance of the Controlling Department was not very positive. The Financial 
Administrator of the Centre for Anaesthesiology/Intensive Care complained that they 
did not manage the controlling system effectively. The Financial Administrator of 
the Centre for Internal Medicine had the feeling that the Hospital actually had a small 
Controlling Department for a hospital with half a billion EUR turnover. In addition, 
he claimed that the data provided were not necessarily good data, but they were the 
best data they could get. It was felt that Central Services were not providing 
adequate administrative support to the clinical departments. Therefore, the centre 
managers decided to employ their own administrators.
Co-operation between the departments of the Central Service
Departments such as the Department of Controlling and the Department for 
Organisational Strategic Development were highly dependent on departments such as 
the Accounting and Finance Departments, which prepared information for them. The 
Director of the Department for Organisational Strategic Development realised that:
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“we are 100% dependent on the competence o f our several 
specialised divisions. ” (Interview 6)
He explained that they obtained detailed and specialised knowledge from other 
departments. He also expressed his contentment with the data he received. The 
Head of the Department of Controlling also received numerous data from the central 
systems but felt that the quality was worth improving, in particular regarding the 
current delivery of data. The Head of the Department for Quality Management also 
realised some problems within other departments, above all the Human Resource 
Department which did not seem to be as customer-oriented as it could be.
Relationships of the QM Department intemallv and to other departments
In terms of internal relationships, the members of the QM Department explained that 
they closely worked with each other in order to exchange knowledge and information. 
The Process Attendants of the QM Department explained that they initiated the 
internal working group, the “Golden Trade”. They described how they regularly met 
within the group to exchange knowledge and experience gained during work and 
share learning acquired from attendance on training programmes.
Department-external relationships were strongly related to the tasks of the members 
of staff. For example. Process Attendants reported that they constantly cooperated 
with other clinics and departments in order to gather data for the creation of the 
hospital-wide QM manual and the introduction of a QM system. However, it was 
felt that most of this co-operation was characterised by a lack of understanding and 
acceptance on the side of the other units regarding the work of the QM Department. 
Nearly all respondents mentioned difficulties in the collaboration with other units:
“with some it simply does not work. They refuse to do that and our 
hands are tied. ” (Interview 14)
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Respondents reported that they constantly faced reluctance and a lack of acceptance 
of their work. It might be that other departments did not see the value or did not 
understand the process. One respondent claimed that some of the units entirely 
refused to cooperate. One of them said that:
“the staff are sometimes more or less willing to corporate which, thus, 
makes it more or less difficult. I f  one has a clinic, where also the 
management says: we want to do this and a resource in the clinic is 
specifically made available, then it is naturally a bit easier as i f  one 
has a management that says: ‘o f course, we have to do this, but 
actually it is only a formality and we do not have any time for it, 
anyway. ’ We are completely dependent on how much the clinic 
collaborates. ” (Interview 17)
This statement also illustrates the importance of managers in supporting the creation 
of optimal cooperation. Another respondent agreed and explained that the 
acceptance of the QM Department depended on the support of the management and 
the time it allowed for the introduction and maintenance of a QM system. One 
employee explained:
“i f  a clinic management does not like it, but has to do it, then you 
have a problem. That is a basic problem, with which also many o f  my 
colleagues fight. ” (Interview 16)
Respondents felt that the hospital-internal acceptance and credibility of the QM 
Department was still low. Other members of the Hospital did not seem to perceive 
the QM Department as helpful service providers.
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One respondent described:
“the difficulty is to mediate people that we act here as a service 
department and that we work for them and not reverse. ”
(Interview 19)
The reputation of the QM Department can be seen as an indicator of the quality of 
the relationships to other departments. The QM Department did not seem to have a 
high reputation in the Hospital. One respondent summarised the reputation of the 
Department:
“in former times, we were hated, I  know that. Meanwhile, I  imagine, 
we have ascended to the category “necessary evil”. (Interview 14)
She further explained that the reputation depended on how close the contact to the 
individual unit was. She thought that in clinics, which went through a certification 
process, the role of the QM Department was seen as more important, because the 
participants then appreciated the assistance of the QM staff. Another employee 
confirmed this impression and explained that the QM coordinators in the clinics were 
very pleased about the support of the QM members.
“They say: i t ’s good that you are there. We always feel safe and 
know we can address you. ” (Interview 15)
Facing these problems, respondents felt that the general understanding and 
acceptance of QM was to be enhanced. One respondent described the objective of 
the Department as follows:
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“We have to convince the clinical staff what kind o f  work we do here 
and why we do that and how important it is to deal with it. We have 
to raise the consciousness in the people. ” (Interview 19)
Another colleague described one way to build relationships with departments by 
seeking out opportunities to support and help them. She reported that it was 
important to seek regular contact and intense communication. The members of the 
QM Department realised that they needed to improve the knowledge of other units 
about the importance of QM. Hence, the Head of the Department organised regular 
seminars to different Hospital members such as medical staff (to provide knowledge 
about physician liability) or QM coordinators (to teach them how to coordinate and 
manage QM in their units). The QM staff reported that they regularly held meetings 
for all members of the Hospital in order to provide clarity about the QM work.
9.7.3.2 Relational Dimension
Trust and mutual understanding
Some respondents mentioned aspects such as trust and empathy as important factors 
that influence the creation of relationships. Middle managers felt that mutual 
understanding had to be increased among their staff. In order to do so, the Director 
of Nursing of the Centre for Psychosocial Medicine developed a plan for exchanging 
staff among different wards in order to widen their perspective and create 
understanding. The Director of Nursing of the Centre for Internal Medicine also 
followed this approach. He stated that it would be useful to become acquainted with 
other disciplines. In addition, he emphasised the meaning of the ward managers in 
order to communicate and initiate these internal exchanges. Job rotation was seen as 
useful.
At departmental level, all respondents of the QM Department felt that the working 
climate in the Department was “very good” among the colleagues. The cooperation 
with the colleagues was perceived as:
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“marvellous and trustful. ” (Interview 20)
As a result, respondents showed that an extensive exchange of knowledge and 
information existed.
Identification with the Universitv Hospital
The creation of intensive relationships within an organisation depends on the 
identification of the members with their organisation. In the University Hospital, 
middle managers felt that the identification of staff with the Hospital was rather low. 
The Director of Nursing and Patient Organisation explained that, because of the 
decentralised structure, managers and clinical staff still saw their own clinic as 
identity. She said:
“Actually, it exists no ‘we-feeling’ here. Everyone considers his 
discipline as an island and does not care about the others. ”
(Interview 4)
The Director of Financial and Administrative Services felt the same. The Director of 
Nursing of the Centre for Internal Medicine realised that the identification with the 
own unit, i.e. the ward, and with the clinic was very good and also with the centre. 
Yet, staff had less identification with the entire organisation. The Financial 
Administrator of the Centre for Anaesthesiology/Intensive Care searched for reasons 
and claimed that the Works Council played an essential role in hindering the 
identification with the Hospital. He said that:
“what is missing here is the identification with the Hospital.
Everyone actually thinks o f him/herself and that is still supported by 
the Works Council. ” (Interview 9)
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The Financial Administrator of the Centre for Clinical Neurosciences pointed out 
that there was no incentive to have people working together. This implies that 
people would not cooperate across departments.
The Director of Financial and Administrative Services hoped that if staff worked in 
the same building, this would improve the feeling of belonging to one organisation. 
The reorganisation of the Hospital into centres was perceived as an opportunity to 
develop corporate identity. One Director of Nursing described:
“the centres are o f course also very favourable to the development 
that one has this feeling o f  corporate identity and everyone feels as 
part o f the [Hospital]. ” (Interview 11)
It was apparent that the spatial proximity, as already identified by two Directors of 
Nursing, played an essential role in not only creating a sense of identity but also for 
the creation of intensive relationships.
9.7.3.3 Cognitive Dimension
Mission statement to mediate shared goals and values
During the interviews, senior and middle managers highlighted the importance of 
having a mission statement. All Directors of Nursing perceived this important in 
order to provide guidance to staff. The Director of Nursing of the Centre for Internal 
Medicine explained that such a mission statement would be important in order to 
create a common understanding of organisational values. He said:
“That is an important issue, e.g. regarding the understanding o f  
nursing in order to convert more strongly the principle o f  
subsidiarity.” (Interview 11)
253
Chapter 9 Analysis o f the Main Study Part One
The Director of Nursing and Patient Organisation described the purpose of the 
mission statement. She explained that the management had to implement a “we- 
feeling”. She further explained that this could be realised by pursuing common 
goals-which had to be made transparent to everyone. She said that this could be 
implemented by:
“giving common goals and also considering together with those who 
are involved how can we, each and everyone, contribute in order to 
achieve the goal This has to be made transparent, this has to be 
communicated. ” (Interview 4)
Another respondent explained that the mission statement of the nursing staff was 
developed by a broad base of employees covering all hierarchical levels and different 
occupational groups. The result was a very comprehensive mission statement. The 
Director of Nursing of the Centre for Surgical Sciences and the Centre for Clinical 
Neurosciences described the content as follows:
“there was a team model included, there was the dealing with each 
other included, there were professional topics included, o f  course 
basic attitude, advanced training, research, family-friendly 
organisation etc. The management is described, how we want to lead 
here. ” (Interview 13)
However, respondents explained that since the Hospital developed its own mission 
statement for the entire organisation, the nursing staff replaced their mission 
statement by so-called guidelines, which were more precise and compact. Several 
respondents felt that very strong emphasis was placed on the realisation and 
internalisation of these guidelines by employees. The Director of Nursing of the 
Centre for Surgical Sciences and the Centre for Clinical Neurosciences reported 
difficulties in the implementation as staff perceived the development of such 
guidelines as “theory from top
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“they do not understand and that is a huge problem that the ward 
managers solve very differently in order to create this consciousness 
and this transfer o f what is theoretically developed. It really depends 
on the competence o f  leadership o f each individual manager. ” 
(Interview 13)
Consequently, it was felt that it required a great deal of persuasion of the different 
managers. The Director of Nursing of the Centre for Psychosocial Medicine, for 
example, chose one of the guidelines and focused on this particular guideline within 
a special workshop.
When asked about the meaning of a departmental mission statement, the respondents 
of the QM Department gave interesting, but also contradicting answers. One 
respondent stated that they did not need an additional mission statement, because 
they already had their quality policy statements’. She claimed:
“we all know actually quite well, in which area we move. ” 
(Interview 17)
Another colleague agreed and explained:
“Terrible. A mission statement [...] gives the impression: hopefully 
we did not forget anything. ” (Interview 20)
However, the Head of the QM Department had initiated the development of a 
departmental mission statement, which was to be introduced soon. When asked 
about the purpose of a mission statement, one respondent explained that it enabled 
people to reflect on the tasks and functions of the Department.
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Story telling
The method of story telling was identified as a tool enhancing mutual understanding 
for each other. The Director of Nursing of the Centre for Head Care and 
Dermatology felt it important to integrate staff into the change process and to 
increase understanding for each other. Therefore, one Director of Nursing 
introduced the concept of “story telling” in order to increase acceptance. The 
Director of Nursing of the Centre for Psychosocial Medicine said that it would be 
important that prejudices be overcome and mutual understanding increased. She 
stated:
“Thus, to increase understanding for each other we use the tool story 
telling, i.e. to tell good stories. It is about burying old stories and 
prejudices and telling new positive stories ”. (Interview 10)
9.7.4 Relational Capital
According to the model, proposed in section 4.7, the analysis focuses on the 
development of networks and co-operative agreements with other hospitals and 
(health) service providers. During the analysis, it was found that there exist formal 
and informal relationships to external partners. While formal relationships are based 
on contractual partnerships and co-operation, and aim to acquire financial resources, 
informal relationships to other health service providers mainly aim to exchange 
intangible resources such as knowledge and experience.
9.7.4.1 Co-operation with Other Hospitals
Due to the fact that the University Hospital wanted to specialise on complex diseases, 
it realised the necessity of creating formal networks with other hospitals. The 
Director of the Department of Organisational Strategic Development was responsible 
for the initiation of different kinds of co-operation. He explained that the University 
Hospital needed to create a network because of the high degree of specialisation. It
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was apparent that the competitive situation forced the University Hospital to take 
action. He said that:
“the more specialised we are [...] the more we need to create a 
network. We cannot buy infinitely. ” (Interview 6)
The respondent explained that thanks to the fact that the Hospital could offer high- 
tech resources, highest competences, and know-how in different fields, the top 
management attempted to arrange co-operation with various hospitals in the region. 
He claimed that in return, the Hospital expected to receive financial resources and 
the referral of cases. He said:
“We are highly specialised and have high know-how and would like 
to spread that and would then like to have the referral o f  cases. ” 
(Interview 6)
The respondent explained that there was not only an exchange of monetary resources 
but also of technical devices and intangible resources, because the University 
Hospital transferred medical staff and nurses in order to demonstrate their know-how 
and operate technical devices. He explained that this also included the training of 
staff of the cooperating hospital until those were able to operate the devices 
independently. The respondent explained that he analysed what the University 
Hospital could transfer outwards. He said:
“We look at what products we have, are these particularly good 
products, are we product leader, possibly even innovation leader, and 
then we check, whether we can sell that, apart from our budget. ” 
(Interview 6)
257
Chapter 9 Analysis o f  the Main Study Part One
So far, the Director of the Department Organisational Strategic Development 
considered this model as successful, although he admitted that it would be an 
enormous burden for the Hospital’s staff, because the external co-operation was to be 
done apart from the regular job. He referred to the privatised cardiology centre of 
the Hospital, which illustrated the success of this model. He explained that the 
University Hospital co-operated with heart surgeons of other hospitals and rented 
heart catheters. He explained that at the beginning their own staff, i.e. clinical staff, 
operated the service, and in the meantime trained the staff of the co-operating 
hospital. He felt that such a co-operation only worked if staff supported it. However, 
he felt that the staff of the cardiology centre had realised the importance of such co­
operation and were supportive. He said:
“That is an enormous burden, above all because we, as all hospitals, 
do not have staff on mass. But in the cardiology centre we have 
highly committed medical and nursing staff who have simply realised 
the time and they want to bring their cardiology centre forward and 
they have really impressively taken part, really dedicated and they 
haven’t looked at the 38.5 weekly hours, but they wanted that.” 
(Interview 6)
He emphasised the commitment of staff and the progress that was achieved but was 
also aware of the problems. The involvement and support of staff was perceived as a 
major condition for success. The Director of the Department Organisational 
Strategic Development explained:
“we are careful not to realise an idea that was developed at the desk.
You have to get the staff involved at a very early stage. ” (Interview 6)
The Financial Administrator of the Centre for Anaesthesiology/Intensive Care 
explained that such co-operation either was initiated on a strategic basis on 
suggestion of the Board of Directors or developed at a lower level by the centres.
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The Director of Nursing of the Centre for Psychosocial Medicine reported the 
creation of informal relationships. She explained that co-operation with other 
hospitals existed in order to transfer knowledge and experience, although on a rather 
unstructured basis. She said:
“One could institutionalise that perhaps a little more. Sometimes it is 
coincidental or one gets an inquiry or it is based on personal interests 
and then one takes care o f that. Thus, it is not a firm rule o f  how it 
works. ” (Interview 10)
It seemed that this Centre was progressive in terms of exchanging members of staff 
with other hospitals. The Director of Nursing of the Centre for Surgical Sciences and 
the Centre for Clinical Neurosciences admitted that they have not yet had such an 
exchange of staff. However, he thought that it would be highly desirable for the staff 
to look elsewhere. He said that:
“it is always good to get a view over the edge; no matter whether one 
goes now to a conference or visits another house, that is really 
excellent.” (Interview 13)
Some members of the QM Department, in particular the Process Attendants, tried to 
systematically offer their knowledge and the structure of their QM system to other 
hospitals. This type of networking was just being developed and no systematic 
process for working with other hospitals was yet in place. One respondent explained:
“we begin now to go outwards either via the part training or the part 
establishment o f  a QM system. Thus, we look into other hospitals. ” 
(Interview 21)
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Respondents identified the importance of demonstrating their professional credibility 
to organisations and individuals outside the Hospital. One employee described:
“we have to present ourselves simply professionally outwards in 
order to have a certain acceptance there. I f  it is not there, we seem to 
be ridiculous. ” (Interview 15)
9.T.4.2 Co-operation with Other (Health) Service Providers
In addition, numerous co-operative agreements with external health and other service 
providers had been initiated in order to make the location of the Hospital more 
attractive. The Head of the Department for Organisational Strategic Development 
explained that the Board of Directors intended to build a hotel and to attract external 
service providers to operate at the location. He summarised the initiatives as follows:
“we have almost signed a contract with the specialist hospital to shift 
them into the today's dermatology clinic o f the Hospital, i.e. this will 
then be at this location. Then, it is almost agreed to build a hotel, 
which has then the possibility o f functioning as patient hotel. We are 
in negotiation with an ambulatory tertiary care provider, who wants 
to move to our location, we actively operate the establishment o f  an 
ambulatory operation centre, where we already have a pilot project, 
which we do not want to operate ourselves, however, because that is 
not our core competence, but others are supposed to operate it at our 
location. Thus, these are projects, which are currently undertaken 
here. ” (Interview 6)
He explained that the Hospital tried to attract service providers, which offer 
complementary services to patients. He said that the Hospital did not like to operate 
things, which were not part of its core competence. He claimed that the main
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intention of the Board of Directors was to offer patients a comprehensive “shopping 
centre health” which satisfies their most different needs in terms of healthcare.
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Chapter 10
Findings and Analysis 
of
Supporting Management Activities
10.1 Introduction
The chapter continues with the analysis of the findings of the main study. It analyses 
the activities of the University Hospital in terms of human resource management and 
knowledge management and provides insights into the results of the pilot 
questionnaire.
10.2 Human Resource Management Activities
The analysis of the activities undertaken in terms of managing human resources 
follows the model described in section 4.7. Thus, the analysis focuses on recruitment, 
training and development, performance appraisal, rewards, and employee 
empowerment. Further, it will also look at staff job security.
10.2.1 General Human Resource Management Issues
In general, the top and middle managers felt that personnel management is among 
the most important management task. The Director of Nursing of the Centre for 
Surgical Sciences and the Centre for Clinical Neurosciences said:
“The most important thing is that there is a reasonable personnel 
management. That way one gets most resources. ” (Interview 13)
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The University Hospital possessed a Human Resource Department, which was part 
of the Central Services. However, all respondents agreed that this department was 
not working the way it should be. Therefore, it was felt that human resource 
management activities heavily depended on the manager of each discipline.
Ward managers played a crucial role in the management of front-line staff. 
Responsibilities regarding the management of human resources included knowledge 
about how to lead a ward, how to deal with staff, how to analyse the resources the 
staff had and to see how they could purposefully deploy them using the processes of 
the wards. Some managers felt they had a good approach to managing human 
resources. The Director of Nursing of the Centre for Surgical Sciences and the 
Centre for Clinical Neurosciences had the impression that they were already well 
structured. His department, he reported, had a good workforce planning approach, 
invested in staff development at both basic and advanced levels. The Financial 
Administrator of the Centre for Internal Medicine described the aspects of human 
resource management undertaken by the Financial Administrators of the centres. He 
said they monitored information about staff, their costs, and the time of employment.
Although one respondent said that the Hospital did not have a database, which 
systematically recorded staff training activity, the Head of the Department of Quality 
Management felt that there would be a lot of information missing which would 
facilitate the management of human resources. He explained the information needs 
he had. According to him, it would be important to know:
“what kind o f  resources in terms o f employees you have, you need to 
clearly evaluate or explore what kind o f  potential you have, what kind 
o f knowledge do I  have available. That is more than badly developed 
here. ” (Interview 2)
He pointed out that within the existing IT system there was no information at all 
about what kind of competences the Hospital had at its disposal. Further, he claimed
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that they would not even manage to display how many specialists they had and how 
many medical staff with what kind of further training. He would also need this 
information for deploying someone somewhere else and would like to know whether 
someone within the Hospital had specific knowledge or experience available or 
whether he had to look for it externally. He felt that this was not well developed for 
the medical staff. Among the nursing staff, he commented, it seemed a bit better 
developed.
10.2.2 Recruitment and Selection
Respondents claimed that no new staff could be recruited externally, because first the 
available staff had to be considered. The Director of Nursing of the Centre for 
Psychosocial Medicine explained that within her centre, there has been a freezing of 
hires for the last three years because no funds have been available. The respondent 
felt the consequences of this policy very strongly. She reported that she made an age 
evaluation and found that if they do not recruit young people, in ten years time she 
will only have staff that is more than 50 years old. Therefore, focus is now placed on 
the recruitment of young people, who could receive and use existing knowledge. 
This was felt, however, as damaging the reputation of the unit, because it seemed that 
elderly potential staff would be discriminated.
Facing the hiring freeze, the Director of Nursing of the Centre for Internal Medicine 
realised that it would be essential to be able to increase organisational performance 
with the staff they had. He claimed that it needed to be identified how they could 
still better use available resources.
10.2.3 Performance Appraisal
The managers of the University Hospital introduced various measures in order to 
measure the performance of their staff. In general, the Hospital applied the 
“management by objectives” approach and evaluated the performance on the 
objectives set in annual reviews. Further, strengths-weaknesses-analyses were
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applied. The implementation of annual reviews was done very differently. The 
Director of Nursing and Patient Organisation explained that she has started with 
annual reviews for the nursing staff already in 2000. She trained people about the 
meaning and process of conducting annual reviews and emphasised that it would not 
make sense to give many goals, which the employees would not be able to fulfil. 
She described how later on, the achievement of these goals was discussed and, if 
appropriate, incentives given. She also introduced a potential analysis procedure and 
a feedback-culture with the managers of the centres. Within each centre, annual 
reviews were continuously carried out down all hierarchical levels for the nursing 
staff. The Director of Nursing of the Centre for Psychosocial Medicine explained the 
procedure in more detail and stated that within the context of annual reviews she and 
the ward managers would conduct both performance-oriented and development- 
oriented reviews. However, the Head of the Department for Quality Management 
criticised that so far annual reviews were entirely budget-oriented and very general. 
Further, he noted that the difficulty in getting information about the performance of 
employees was a huge barrier to success. He said:
“How do you do an annual review i f  you have measured something 
and the employee can look at it and the superior cannot. ”
(Interview 2)
Managers reported that the effectiveness of the system was limited by the availability 
of objective, robust information on a staff member’s performance. The Director of 
Nursing and Patient Organisation of the Hospital described her way of measuring 
performance as follows:
“I  measure it against the agreed objectives; to what extent they are 
fulfilled. I  talk to people locally: I  go into the clinics and participate 
in the rounds. In addition, I  hold conversations with the medical staff.
Head an open dialogue and feed it back to other groups. ”
(Interview 4)
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One level down, the Directors of Nursing described how they undertook the same 
procedure. It was reported that based on the integrative nature of the services 
provided, i.e. working across boundaries, made it difficult to ensure consistent 
performance. The Director of Nursing of the Centre for Head Care and Dermatology 
gave more details explaining that he would be informed about weaknesses in 
performance by ward managers, staff, patients, and by the feedback of the head 
physicians. In addition, he measured the performance of his Centre on the increase 
of cases, financial performance figures and by going locally to the wards.
The Director of Financial and Administrative Services conducted annual reviews 
with the Financial Administrators of the centres. However, he felt that information 
regarding the purpose of performance appraisal was not sufficiently transferred to 
employees. He stated that one clearly would need to be able to define what kind of 
expectations both the manager and the employee had of each other. Further, 
information was needed about what each of them had to do and how they would 
measure whether they did a good job. Managers should make an analysis of what the 
employees were able to do and what was missing in order to deploy them adequately 
or promote employee performance. He suggested making a comparison between the 
perceptions of the manager and employees in order to solve discrepancies.
The Directors of the Departments of Central Services described their ways of 
appraising staff performance as follows. The Head of the Department Project 
Management assessed the performance of the employees using different indicators. 
Next to annual reviews, he measured the success of a project upon whether the 
employee was able to realise it within a certain time. Other indicators were 
management ratio numbers, such as processing time, and the achievement of goals. 
Overall, he explained that he measured the success of a project whether the budget 
was met. To control the overall performance of the projects, he developed a 
summary list of all projects, which showed the achievement of their objectives. He 
stated that once a month he reported the results to the Board of Directors.
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The Head of the Controlling Department measured the performance of his staff on 
how they would deliver work. He then would give feedback and suggest ways of 
improvement if necessary. He valued the prompt submission of data, either on 
schedule or as early as possible and, consequently, checked the performance on 
whether the data were timely delivered. With the intention of measuring the 
performance of his staff, the Head of Department has started conducting annual 
reviews. Yet he had to admit that he had not implemented it the way he wanted. He 
reported he would like to have semi-annual or at least annual discussions with the 
employees on their development, but could not manage to do it so far because of 
staff shortage and the resulting workload for the remaining staff.
The Head of the Department for Organisational Strategic Development explained 
that in terms of evaluating the performance of his team, it would not be necessary to 
conduct annual reviews because he gave feedback to his staff on a regular basis as 
they discussed projects and problems during meetings. He felt that annual reviews 
would add nothing to the process.
The analysis of the performance of the QM staff seemed to be undertaken in a 
systematic and advanced way. Apart from annual reviews, the Head of Department 
explained that he had developed a tool to analyse strengths and weaknesses of each 
employee. He described his measures as follows:
“twice we had annual reviews, then we had twice a strengths- 
weaknesses analysis, i.e. four structured discussions with each 
employee- each at least 1 hour, thus times 10, four hours per 
employee, are thus 40-50 hours only discussions in one and a half 
years plus preparation and post processing from my side. ” 
(Interview 2)
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“I  know exactly how structured each employee works and how clearly 
each employee applies this related structure. Regarding the QM 
development, we have milestones and inspection points. ”
(Interview 2)
The strengths-weaknesses analysis comprised eighteen criteria on three levels: social 
competence, specialised technical competence, and general knowledge. Based on 
this information, he developed a four-quadrants-model, which helped him identify 
“stars” and “poor dogs”. Some respondents of the QM Department explained that 
this tool measured elements such as technical knowledge, auxiliary knowledge, 
social competences, self-organisation, self-motivation, ability to criticise, 
responsibility, identification and communication skills, ethical behaviour, ability to 
deal with conflicts, moral concepts, and ability to convert knowledge into practice. 
However, one employee doubted whether the manager had the ability to assess the 
behaviour of staff:
“whether he can now evaluate my behaviour correctly-1 doubt that. 
(Interview 15)
The employees of the QM Department perceived the annual reviews as useful and 
stated that in the annual reviews needs for further development were identified. 
According to one respondent, a range of topics would be discussed that would make 
it clear what job needed to be done:
“what tasks one has and will have, to what extent one is qualified for  
it and what is possibly needed for it. ” (Interview 16)
The employees were then asked to evaluate themselves before the manager evaluated 
them. In a discussion, these points were then to be examined. Some staff were 
critical about the self-evaluation. Respondents were further critical about the choice
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of evaluation criteria. They claimed that these might not be the right criteria. One of 
them stated that:
“Sometimes I  would have different criteria, i f  I  am honest. ”
(Interview 16)
It was felt that some of the criteria were not closely related to the work of staff. 
Respondents felt that the item ‘ethical behaviour’ was not really important for their 
work. Two respondents explained:
“I  do not find  that so important. ” (Interview 15)
“I  think one has to look what is really important fo r the work. ” 
(Interview 16)
Above all, it was questioned of how to weight the elements since no information was 
given to the staff about this issue. Therefore, some respondents felt concerns:
“It would still be the question o f how to weight it: which competence 
is now particularly important in order to be successful here. That is 
not included.” (Interview 16)
Thus, most QM staff would accept this tool as a basis for discussion, but not as an 
evaluation instrument. For that, they felt it would not be precise enough. Further, 
they stated that it would be unclear, who would be in the right if the self-evaluation 
and management evaluation differed.
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By applying these performance measurement instruments, the Head of the QM 
Department realised that the performance of some staff was not good. He further 
noted that their qualifications were developed moderately well. To change this, he 
realised that he needed to build up more competences.
10.2.4 Training and Development
Respondents stated that training was done either internally, in meetings or internal 
training sessions, or externally by usings offers from external training providers. 
Besides, the University Hospital possessed its own Education Academy where 
employees could both take and offer training courses. Since the training efforts 
described by the interviewees varied significantly, the three occupational groups, 
namely nurses, medical and administrative staff are considered separately.
Nursing staff
The top management realised the importance of regular training efforts. The 
Director of Nursing and Patient Organisation explained that she would ensure the 
adequate development of nursing staff on all hierarchical levels. The Director of 
Nursing of the Centre for Psychosocial Medicine felt that the Director of Nursing and 
Patient Organisation paid high attention to the development of the Directors of 
Nursing.
The Director of Nursing and Patient Organisation realised that facing the changes in 
the organisational structure, she needed to qualify her ward managers. She 
recognised that the introduction of new concepts, such as primary nurse and clinical 
pathways, required the deepening of the professional knowledge of her staff. She 
explained that after having conducted an assessment centre for the nurses in order to 
identify gaps, she initiated appropriate measures for further qualification 
programmes and even planned to adjust the entire education system. As reported 
earlier, she intended to introduce the Bachelor degree for Nursing Science. To 
support the development of her managers, the Director of Nursing and Patient
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Organisation regularly used the offers of the University Education Academy. She 
explained that these services were adapted to the requirements of the organisation 
and aligned to the organisational objectives.
One level down the hierarchy, the Directors of Nursing explained that they ensured 
the adequate training of their ward managers by conducting training needs analyses 
and strengths-weaknesses-analyses as part of the annual reviews. Based on that, 
needs for further training were identified. Together with the ward managers, they 
then determined the advanced training for the front-line staff.
Despite the awareness and the efforts undertaken, both the Director of Nursing of the 
Centre for Head Care and Dermatology and the Director of Nursing of the Centre for 
Surgical Sciences and the Centre for Clinical Neurosciences felt that there might be 
problems with the training and development of nurses. They explained that while 
some staff would be interested in health-political issues, innovations and further 
training, others would just do their job and would not care at all.
Due to the immense effort related to the continuous training of all staff, the Director 
of Nursing of the Centre for Internal Medicine brought up an interesting idea. He 
had the opinion that not everyone had to be able to do everything. Therefore, he 
attempted to divide work so that some employees do the manual work and others 
rather the intellectual work. He explained:
“We just cannot realise that everyone is on the same level, because 
that would require an immense effort on training courses. ”
(Interview 11)
The Director of Nursing of the Centre for Internal Medicine further explained that 
the training courses for nurses had been reduced to compulsory advanced training 
such as réanimation courses. He described how they had limited their training
271
Chapter 10 Analysis o f the Main Study Part Two
periods for staff. Other respondents agreed and stated that managers could not 
promote everybody. It was rather felt that they needed to approach those employees 
with the greatest deficits. Thus, respondents emphasised the need for more 
information about the resource potential of each employee.
Medical staff
The Financial Administrator of the Centre for Internal Medicine explained the 
education process of medical staff. He said that the advancement in terms of career 
depended on each medical staff. The respondent noted that the technical knowledge 
of a medical doctor was mainly gained at conferences. He explained that each of 
them would at least attend five conferences per year and many more internal 
advanced training sessions. As examples, he mentioned lunch meetings, patient 
deliveries, and peer groups. He perceived these initiatives as further training, which 
were self-organised but very structured. He further claimed that different kinds of 
training were part of the QM system. In addition, he mentioned that each medical 
doctor had to gain “points” for advanced training; otherwise he/she could loose 
his/her permission as medical doctor and hence to practice.
However, the Head of the Department for Quality Management questioned the 
effectiveness of all these measures and thought that more focus should be placed on 
the development of medical staff. In terms of management, the Director of Nursing 
of the Centre for Head Care and Dermatology felt that very little guidance and co­
operation would be possible for the medical staff. Because of their strong 
independence, he felt that nobody could tell them how they should do their job.
Administrative staff
The Directors of the Departments for Central Services had a different attitude 
towards the training needs of their staff. The Head of the Department for Project 
Management emphasised that when training needs would occur, his staff would get 
the opportunity to participate. He explained that it would regularly happen that his 
employees needed to be trained in software tools, which had to be implemented in
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the different clinics. Therefore, they would get training courses whenever needed. 
By contrast, the Head of the Controlling Department rather used internal training 
courses in order to further train his staff. Besides, he claimed to use the offer by the 
Education Academy. The Head of the Department for Organisational Strategic 
Development had to admit that his staff would not have the time to train extensively. 
He explained:
“we try to get information from the internet, hut actually we, 
unfortunately, do not have the time to train us to become highly 
qualified. Sometimes we attend conferences, but to get trained for  
one week, we cannot afford. ” (Interview 6)
The Head of the Department for Quality Management explained that with the aim to 
fulfil the described jobs, every member of staff required a theoretical QM training, 
which was, however, limited to a few months. He felt that most of the work was 
based on learning by doing. Based on the outcome of the annual reviews, the Head 
of the Department developed an advanced training plan, which allowed each 
employee more training days than the average of the Hospital employees had. Thus, 
within the QM Department, there was a great offer to use training courses to further 
develop skills, knowledge, and abilities. Several members of staff acknowledged the 
opportunity of getting training courses. One employee stated that:
“we have a relatively high portion for training courses for each 
employee.” (Interview21)
Another respondent claimed that she felt that all these training courses were very 
helpful for her job. The respondents reported that training courses covered a wide 
range of topics. Most of the Process Attendants completed extensive training courses 
in order to achieve such titles as QM Agent, QM Auditor, QM Manager, or External 
Auditor. All Process Attendants confirmed the importance of training courses. 
Individuals recognised the need to ensure that their knowledge and skills were up to
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date. They were supported by the Head of Department to achieve this. One of the 
respondents pointed out the necessity of continuous training, because knowledge was 
quickly outdated. Thus, she felt it important to continuously train herself and to 
exchange knowledge and experience with other auditors. She stated that:
“I  think and I  am convinced that we have here a very good and a very 
high competence, but this has to be maintained. ” (Interview 21)
In the QM Department, preference was stated for training in the internally run 
Education Academy because this saved time and costs. Although all respondents 
confirmed the importance of training, some of them seemed to rely rather on learning 
by doing. One respondent claimed that:
“I  am rather training hostile, because I  always look how far I  get by 
training or by exploring myself. ” (Interview 16)
Only, if she really realised the need for training she would ask for it. Many 
respondents reported that they felt responsible for their own training needs. 
Regarding the usefulness of training courses, in particular the Process Attendants felt 
that most of the sessions were really great and helpful in order to gain further 
qualifications. Another activity, which was held within the Department, was the 
monthly internal advanced training seminar. Participants at this seminar were always 
encouraged to share their learning with other colleagues in the workplace.
10.2.5 Reward Management
The Head of the Department for Quality Management reported that it was difficult to 
use the information received from the different forms of performance appraisal as a 
means to reward staff. He said that because of the union bargaining agreement there 
were limits on how staff could be rewarded or disciplined. He regretted that it was
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difficult to promote good employees. Several other respondents felt the same. The 
Financial Administrator of the Centre for Clinical Neurosciences said:
“there is one thing missing in this organisation and that is rewarding
people for good work. ” (Interview 8)
The Director of Nursing of the Centre for Head Care and Dermatology explained that 
there would be no budget for rewards, but he also reported that the managers of the 
Hospital had realised that incentives were important. In this context, the question of 
how to motivate staff was raised. The Director of Nursing of the Centre for Internal 
Medicine said it was difficult to motivate his ward managers in order to get 
maximum performance. Other managers found ways of rewarding their staff, for 
example by sending them to seminars, conferences, and training courses or by giving 
them special agreements. The Director of Nursing and Patient Organisation 
rewarded her nurses, for example, by giving them material rewards such as furniture 
for their wards or bicycles. She also held workshops or social gatherings to show her 
appreciation. The Director of Nursing of the Centre for Internal Medicine felt that 
stable working procedures would be a highly motivating factor. He said that staff 
liked to get feedback on the impact of their work on patient care. This was reward 
for their investment and for coping with change.
Among the nursing staff, it seemed to be quite common to relate the outcome of the 
annual reviews to extra-pay, based on the achievement of the objectives. It was felt 
that this would give the greatest incentive. Thus, respondents felt that financial 
rewards were a significant factor of motivation. The Director of Nursing of the 
Centre for Head Care and Dermatology said:
“Financial rewards are certainly the main factor. " (Interview 12)
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The Director of Nursing of the Centre for Surgical Sciences and the Centre for 
Clinical Neurosciences realised that motivation by money was only short termed and 
believed that the greatest motivation would come from doing a good job and the 
feedback that work colleagues gave. A pleasant working atmosphere was perceived 
as important.
It was felt that there might be a considerable danger for the University Hospital that 
high professionals would leave the organisation. The Financial Administrator of the 
Centre for Clinical Neurosciences explained that there were highly qualified 
professionals working in the Hospital who were underpaid and treated poorly:
“There are some very good people here at the University Hospital 
that are very underpaid and we can be happy that they don Y know it.
Some o f  them do know it and either leave or demand more money and 
are treated poorly so they leave. ” (Interview 8)
By contrast, the Financial Administrator of the Centre for Anaesthesiology/Intensive 
Care stated that the University Hospital has already been very active in giving staff 
the feeling that their contribution was important.
Within the QM Department, both intrinsic rewards, such as praise, and extrinsic 
rewards, such as salary and extra rewards, e.g. extra days of vacations, were given to 
employees. In terms of salary, some members of the QM Department expressed 
dissatisfaction with their current salary, as they felt that the responsibility they had, 
also in relation to the entire Hospital, was not adequately reflected by the salary they 
received. Two respondents explained:
“it is very important that the work is acknowledged and I  think it is 
also important that it is paid accordingly. ” (Interview 19)
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“sometimes one is annoyed i f  the work is financially not recognised 
the way it should he. ” (Interview 21)
The Head of the QM Department seemed to be aware of the situation. However, he 
faced many restrictions in terms of rewarding people. He felt that he had few 
opportunities to extrinsically reward people because of the restrictions imposed by 
the bargaining union and the tariff law. He explained:
“I  can hardly promote the good ones here. What can I  give them? I  
can give them no money. I  gave them a special agreement, e.g. I  have 
given two employees a sub-agreement saying that they may now earn 
money externally. They have such a high competence, they could do 
auditing for a company. ” (Interview 2)
Thus, he tried to implement different means of extra rewards. In addition, he gave 
them training courses or praised them. Some members of the QM Department 
reported that they valued these extra rewards. They seemed to regard those as 
extremely important:
“not only to balm the soul but also as confirmation that one 
understood the framework in which one moves. ” (Interview 17)
By contrast, others stated that getting extra rewards would not increase their 
motivation because they were already fully devoted to their job. One respondent 
described:
“I  would not work better because I  give everything I  can, anyway. It 
would be nice, o f  course, but I  also do my work well without, to the 
best o f  my knowledge. ” (Interview 14)
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The meaning of the various types of rewards varied significantly. For example, the 
use of training courses as rewards was challenged. One respondent claimed:
“I  can do these training courses, which cost a lot o f  money, I  agree, 
hut other colleagues get that as well, thus that is not the big 
difference.” (Interview21)
When asked about the opportunity of getting extra days of vacation, respondents said 
it was not possible since the QM Department was not working independently. One 
respondent explained that this would be covered by overtime and, thus, not seen as 
an extra reward. However, the value of praise was considered high and many 
respondents felt motivated when being praised. One of them admitted that giving 
praise was often simply forgotten.
10.2.6 Involvement and Empowerment of Staff
The resistance of staff towards organisational change and performance orientation 
has been described before. Facing this resistance, several top and middle managers 
relied on the opportunity to get staff involved in the change processes. One 
respondent of the QM Department explained that the Hospital has started a “Take 
Part” initiative, which would encourage employees to develop performance- 
improving ideas and to share them with colleagues. The Director of Nursing and 
Patient Organisation also felt that participation was important. She explained that if 
staff were involved, it would be easier to get successful change. She felt that staff 
had a better understanding of local issues and would be able to make constructive 
suggestions to improve processes. She pointed out:
“I  think it is important that the employees can participate in the 
process o f  change and that they get the opportunity to bring in also 
their ideas. We as managers have to consider these ideas without 
ignoring them and saying: that is rubbish what you are saying. I
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think that the employees locally sometimes have outstanding ideas 
related to generating saving potentials or how 1 can deal more 
carefully with certain medicines or where can 1 also save medicines.
1 think it is important to let the employees participate. ” (Interview 4)
Respondents described how a number of Hospital units refused to support the work 
of the QM Department. It was reported that to counter this, one Process Attendant 
intended to involve as many staff from different units as possible in the quality 
assurance process in order to increase acceptance and understanding. She explained:
“Involving many people is an additional way o f  improving the 
knowledge o f  the QM system amongst the employees and being more 
acquainted with it. This is, o f  course, motivating for them. ” 
(Interview 17)
10.2.7 Deployment of Staff
Managers noted that it was important to have an understanding of staff potential. In 
order to analyse the potential of staff, the Director of Nursing and Patient 
Organisation conducted skill-analyses with her managers and introduced a feedback 
culture, which included regular personnel development discussions.
The members of the QM Department reported that their manager would not know 
much about their potential and experience, although many respondents stated that 
this was important. One member of staff explained:
“It is important that the others recognise what one could do and that 
the boss recognises it, because someone can do one thing well and 
something else not. ” (Interview 18)
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One respondent explained why it would be important. She said that many members 
of staff had not always worked in this Department but gained working experience in 
many diverse fields. She reported that:
“we have here so many elderly colleagues and those have all a whole 
working life behind them. Those have not always been a nurse or 
administration secretaries but have also collected other experience. ” 
(Interview 17)
One employee felt it was helpful to have a complete curriculum vitae ready to show 
her manager what her range of skills were. This would allow the manager to have a 
better understanding of her experience and deploy the employee accordingly. One 
Financial Administrator had the impression that many ideas of staff were not 
understood or valued. Thus, potential for improvement was lost. The Financial 
Administrator of the Centre for Clinical Neurosciences explained:
“There are a lot o f good people here with good ideas but the 
structures are not set up in such a way that these people can ever 
hope to get them realised. We are either not allowed to give them the 
opportunity or there is some structure which does not allow them 
freedom or they have no way to get reimbursement. ” (Interview 8)
Managers reported that in order to match people to the correct roles, it was important 
to conduct a thorough analysis of the available skills as well as understand what was 
required in the organisational structures.
10.2.8 Disciplinary Action
The previous analysis has shown that the scope of action of the managers was rather 
limited due to the regulations by the labour contract. In terms of dismissing staff, the
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Financial Administrator of the Centre for Internal Medicine explained that in order to 
keep his budget, he would sometimes not renew the contracts of young, committed 
medical staff, because only the young people would work on contract-base. He 
stated that based on the regulations of the labour contract, he had no opportunities to 
dismiss reluctant or incapable workforce. He explained that even the power of the 
Medical Director of the University Hospital would be limited since most medical 
staff were public servants and not employed by the Hospital but by the city. The 
Financial Administrator of the Centre for Internal Medicine said:
“At the end o f  the day they are public servants whose employer is the 
city o f [...] and not the medical director, i.e. the medical director
cannot say: I  dismiss you now, dear M r  He does not have the
power at all. ” (Interview 5)
The Head of the Department for Quality Management agreed and explained that they 
would not have many opportunities to dismiss anybody, if somebody’s performance 
would not meet the required standards. The Director of Nursing and Patient 
Organisation agreed and said:
“You cannot dismiss anybody. Actually you have to separate the 
chaff from the wheat, [...] but you know how powerful the Works 
Council is. ” (Interview 4)
The Financial Administrator of the Centre for Internal Medicine explained that 
instead of dismissing staff that did not fulfil the required standards, they were 
transferred to another unit, mostly to the administrative services. This mainly 
applied to nurses. He admitted:
“In the public service you are not used at all to separate from staff. ” 
(Interview 5)
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10.3 Knowledge Management Activities
The next area explored was the Hospital’s approach to knowledge management. The 
Head of the Department for Quality Management felt it was important to have an 
electronic record of knowledge in order to match staff with appropriate jobs. 
However, the Director of Financial and Administrative Services of the Hospital felt 
that a proper knowledge management was at the current time simply too far ahead:
“Knowledge management is a great thing, hut it also requires a 
process o f  rethinking. Here, it concerns simple leadership issues, 
thus, that there are regular discussions between superiors and 
employees. That is something which has to be done first. ”
(Interview 7)
He thought that maybe in three or four years it would be possible to combine that 
within a database. According to him, knowledge management would have to be 
maintained and that only worked if people maintained it. He realised that:
“The culture is simply not so far here yet. " (Interview 7)
The Financial Administrator of the Centre for Anaesthesiology/Intensive Care 
entirely agreed and stated that something like that could not be generated 
scientifically. He stated that this would have to grow and needed the support and 
participation of the employees.
The Financial Administrator of the Centre for Clinical Neurosciences explained that 
it should not be the task of the Financial Administrators to do the knowledge 
administration for the centres. He explained that most of that should be delegated to 
the managers of the different centres, namely to the Clinical Directors and the 
Directors of Nursing.
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Respondents, despite raising issues about developing a strategic approach to 
knowledge management, felt more could be done at front-line level. Indeed, a 
number of respondents described existing methods for managing knowledge such as 
sharing knowledge gained in internal training seminars.
10.3.1 Acquisition of Knowledge
The acquisition and generation of knowledge within the University Hospital was 
done in various ways. Respondents described internal and external training courses 
for acquiring new knowledge. Internally, knowledge was generated in discussions 
and internal training sessions. In addition, the members of the QM Department 
described how they used the professional knowledge of consultants or partners or 
searched the internet. They further reported that by going into pairs to the various 
audits, they would acquire knowledge through observation, imitation, and practice. 
Respondents also explained that they used the offer of the Education Academy in 
order to acquire new knowledge.
10.3.2 Codification of Knowledge
The Head of the Department Project Management described the process of 
codification. He explained that the members of his Department created templates for 
their projects in order to have structured processes. The Head of the QM Department 
argued that there would be no database about what kind of knowledge and 
experience existed within the University Hospital. Thus, he said that he did not have 
an overview of the available resources. The members of the QM Department 
reported that they would regularly create or support the creation of manuals either for 
themselves or for the different clinics in which a QM system was to be implemented.
10.3.3 Storage and Retrieval of Knowledge
The storage and retrieval of knowledge is closely related to the documentation of 
processes, which has been analysed previously. Respondents felt that the main
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activities in this area were undertaken by the members of the QM Department whose 
job it was to document the department internal processes and the processes of the 
other units. Other departments, such as the Controlling Department, did less work in 
this respect. One respondent of the QM Department explained the usefulness of the 
knowledge stored. She admitted that she would use the existing manuals and 
databases and retrieved knowledge whenever needed.
10.3.4 Distribution and Presentation of Knowledge
The members of the QM Department reported activities related to the distribution 
and presentation of knowledge. According to them, they gave regular seminars and 
meetings to other members of the University Hospital. It was further reported that 
they would give training courses in the Education Academy. Respondents stated that 
the distribution of knowledge strongly referred to the exchange and transfer of 
knowledge, which is why special attention is paid to related activities.
Department/ centre internal transfer of knowledge and experience
Respondents described how important it was to have systems for capturing and 
sharing knowledge, also because some of the nursing staff were approaching 
retirement age. Sharing knowledge among staff was also seen as a way of reducing 
training costs as well as building better staff working relationships. One respondent 
said:
“we have to pass on our experience. ” (Interview 10)
Therefore, one respondent developed a comprehensive training approach with 
checklists in order to ensure that experience was transferred among staff. She 
reported that this was a structured approach, which allowed a detailed transfer of 
knowledge and experience.
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In terms of transferring knowledge gained in training courses, the Director of 
Nursing of the Centre for Psychosocial Medicine arranged several seminars called 
“by care-for care” which contained short presentations about various topics in order 
to keep staff up dated. She said that she planned to establish a regular study group 
where a group of nurses could develop their skills. In this context, she welcomed the 
centre structure, which would allow her to have spatial proximity to many different 
nursing groups. In addition, the Director of Nursing of the Centre for Surgical 
Sciences and the Centre for Clinical Neurosciences explained that they were able to 
exchange knowledge gained in seminars or conferences. It was reported that during 
staff meetings participants would give short presentations or share the documents 
brought from the different training sessions.
The members of the QM Department repeated that they had formal and informal 
ways of exchanging knowledge. The Process Attendants of the Department said that 
they often went in pairs to the audits in order to complement each others’ knowledge. 
One respondent explained that this would be important in order to learn from each 
other:
“we learn from each other and one sees from the other how she is 
doing it and a four-eyes-principle is better than a two-eyes- 
principle. ” (Interview 15)
All respondents of the QM Department confirmed that there would be a continuous 
informal exchange of knowledge and experience. One of them explained that an 
open relationship existed to all colleagues and that she could always go and ask for 
help. She said:
“I f  one has a question or simply wants to hear an opinion, then one 
can go to everyone here. We can consult each other well. That is 
also important. ” (Interview 16)
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It was reported that there was much informal communication between the colleagues. 
One member of staff deseribed the advantage of exchange:
“there are colleagues who have different experience to mine and can 
look at things from a different angle. " (Interview 17)
The formal exchange of knowledge and experience was encouraged in two ways. 
Respondents explained that the internal working group the “Golden Trade” was 
created in order to discuss technical problems, procedures, and questions related to 
the structure of the QM system. The Process Attendants of the Department 
explained that they meet every two weeks in order to share different experience and 
to provide different perspectives on problems. In addition, they said that knowledge 
gained in specific training courses was shared. Formal minutes were kept in order to 
document the meeting. It could further be recognised that the members of staff 
actively tried to share their knowledge. One respondent explained that they would 
willingly share information with others. She stated:
“we all have to pass on the information to someone who might need it 
fo r her work and the more information one has the better one can do 
the work. ” (Interview 19)
Thus, the respondents felt that most of the staff were willing to share their knowledge 
and did not keep it for themselves.
Department external transfer of knowledge
When asked about the opportunity to transfer staff to other departments, the Head of 
the Department for Project Management was rather sceptical because he claimed that, 
in particular the medical staff possessed specific qualifications, which could not be 
transferred to another specialty. Further, he explained that for the nursing staff this 
had already been done. There were staff banks where one could get employees from
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if needed. Those could then be deployed in a flexible way. The Financial 
Administrator of the Centre for Clinical Neurosciences mentioned that the Hospital 
possessed an office for replacing staff, which he had used quite often.
The Director of Nursing of the Centre for Internal Medicine explained that his centre 
tried to increase the communication between the wards and looked for opportunities 
for better exchanging information. He further said that the Hospital would benefit 
from better information exchange between all wards. He claimed that all these 
efforts, however, were highly dependent on how the different ward managers would 
communicate with each other. He said:
“We increased the communication between the wards and looked for  
exchange. [...] That also depends on how the ward managers co­
operate with each other and how the alienation is. ” (Interview 11)
Several members of the QM Department felt that links between the departments of 
the Hospital were not used well. However, the informal exchange of knowledge and 
experience with other departments seemed to take place frequently, for example with 
members of the Legal Department if legal advice was needed. They said that other 
members of the Department received informal inquiries from other departments.
Department external relationships also included the formal transfer of knowledge and 
experience of the Department to other units. The Head of the QM Department 
initiated regular seminars to various QM related topics, which were open to all other 
members of the Hospital. In addition, various members of staff provided particular 
training courses at the Hospital-internal Education Academy where different sorts of 
short advanced training sessions related to QM were offered.
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When asked about the opportunity of sharing knowledge, that QM staff gained in 
training courses, with QM coordinators of the different clinics, one of the staff 
explained she would welcome the opportunity. She said:
“I  would like to do that. This would be such a field or an idea, which 
could still be developed. ” (Interview 21)
Overall, it was felt that the management could still promote the exchange of 
knowledge and experience between the different units. One employee said:
“That could certainly be developed a little more, because we have a 
very large pool o f  experience here in the Hospital. ” (Interview 21)
Some respondents reported that the existing knowledge and experience of other 
departments had not been adequately documented. One respondent recommended 
having a better project plan for coordinating the QM projects and welcomed the 
suggestion of consulting the Department for Project Management for advice. It was 
apparent that this opportunity had not yet been considered. Another respondent 
explained that much more communication and exchange had to be undertaken:
“Here, much more communication and linking would have to take 
place, but that is also because o f the premises here in the Hospital. ” 
(Interview 20)
Universitv external exchange of knowledge
Some respondents felt that transferring staff to other hospitals would be important in 
order to acquire new knowledge and experience. The Director of Nursing of the 
Centre for Surgical Sciences and the Centre for Clinical Neurosciences felt that it
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would be very stimulating to visit other hospitals. He said that some of his nursing 
staff had already done it.
The Director of Nursing of the Centre for Psychosocial Medicine also attempted to 
build partnerships with other hospitals in order to exchange staff. Although she said 
that she used a range of methods for sharing knowledge with other organisations, she 
admitted that most of these were not undertaken in a systematic way but were based 
on individual staff interests or chance inquiries. She reported that she invited staff 
from other hospitals to come and visit her centre.
It was felt that the QM Department actively attempted to bring expertise outside, but 
did not consider the opportunity of getting knowledge into the Department, in 
particular from other departments. In addition, for the creation of hospital-external 
relationships it was felt that the Department did not use the know-how of other 
departments such as the Department of Organisational Strategic Development.
10.3.5 Application of Knowledge
Respondents did not say much about how new knowledge was applied. Some 
members of the QM Department explained that they would not read manuals for their 
job. However, others felt that information on the latest QM standards was very 
helpful. Thus, this knowledge had to be regularly up dated and applied.
10.4 Analysis of the Results of the Pilot Questionnaire
Despite the limited number of answered questionnaires, the researcher would like to 
compare the results of the quantitative measurement with the answers given in the 
qualitative interviews with the members of the Quality Management Department. 
This is possible because the researcher piloted the questionnaire in the same 
Department. The results can at least give insight into the consistency of the answers 
given and, hence, into the degree of internal validity.
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Table 10.1 presents an overview of the most and least important components of 
intangible resources, categorised into human capital, structural capital, social capital 
and relational capital.
Table 10.1 Overview of the results of the pilot questionnaire
Intangible
resources
Most important 
components
Least important 
components
Human Capital
Persuasive power 
Goal-oriented working 
Ability to use time 
effectively 
Self-organisation 
Qualifications
Department-internal
training
Non-medical
knowledge
Training as rewards
Structural Capital
Documentation of work
Databases to exchange 
and store knowledge
Use of manuals and 
guidelines
Existence of a 
mission statement
Social Capital
Communication with 
colleagues
Purposeful exchange of 
knowledge with 
colleagues
Purposeful exchange 
of knowledge with 
colleagues from other 
departments
Relational Capital Communication with 
hospital external people
Systematic 
collaboration with 
hospital external 
people
The analysis of the pilot questionnaire confirmed the importance of the unique 
characteristics of human capital. The staff of the Quality Management Department 
considered characteristics such as persuasive power, goal oriented working and the 
ability to use time efficiently as most important. The least important aspect of 
human capital was training received as a reward. Hence, the finding of the 
qualitative part that training was not seen as an extra reward could be confirmed. 
According to the findings of the interviews, some employees of this Department 
favoured learning by doing to training. The findings of the questionnaire found 
supporting evidence that learning by doing seemed to be indeed of higher importance
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for the employees as it was ranked higher. The qualitative study found that 
experience gained in former jobs is of high importance to the employees. The results 
derived from the questionnaire, however, did not support this. Indeed, this item was 
ranked only in the second half of all intangible resources.
Regarding structural capital, the documentation of work was seen as most important, 
whereas the use of manuals and guidelines was surprisingly perceived as second least 
important of all resources. Therefore, it can be assumed that the documentation of 
work is carried out for other reasons than for using it as supporting material. 
Respondents perceived the existence of a mission statement as least important for the 
fulfilment of their jobs. There is a huge gap in the perception of the importance of a 
mission statement by the strategic management level and the operational 
departmental level. Thus, the information gained in the qualitative interviews that 
both manuals and the existence of a mission statement were not perceived as highly 
important for the fulfilment of the job was supported by the results of the 
questionnaire.
In terms of social capital, the results of the questionnaire showed that communication 
and a purposeful exchange of knowledge with colleagues was felt as being most 
important for the realisation of the jobs. This clearly supports the findings of the 
interviews, as there seemed to be a strong and close communication based on both 
formal and informal relationships between all employees of the Department. 
Surprising is the finding that the communication with colleagues of other 
departments was felt as the third important element of social capital. Yet, when 
considering this finding in relation to other degrees of co-operation, i.e. the 
purposeful exchange of knowledge with department external colleagues, the findings 
showed that there might exist a loose communication with external colleagues; a 
regular exchange of knowledge did not exist, though. Indeed, the purposeful 
exchange of knowledge with department-external colleagues was perceived as least 
important for the employees of the Quality Management Department. This confirms 
the finding of the qualitative interviews, as it was shown that stable intra-corporate 
relationships hardly exist.
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Lastly, the importance of items of relational capital can be analysed. Compared to 
other people with whom the employees of the QM Department communicate and 
collaborate, the systematic collaboration with hospital-external people was ranked as 
least important in this category. In comparison, communication was seen as more 
important and ranked higher. This finding seemed to be plausible since 
communication is established before formal partnerships are built.
The derivation of purposeful conclusions from the analysis of such a limited number 
of responses does not seem to be appropriate. However, most results of the 
questionnaire correspond with the findings gained in the qualitative interviews and 
hence, the appropriateness of the method for gaining meaningful results from a larger 
sample can be assumed.
10.5 Summary
The findings of the main study identified specific components of intangible resources 
that seem to be highly relevant in the University Hospital. Most striking elements of 
human capital were the attitude of staff towards their job and the organisation as well 
as the importance of communication between the different organisational units and 
hierarchical levels. It was further shown that in the Hospital, an adequate 
information and communication system was necessary in order to facilitate the 
change process. The importance of the doeumentation of processes could not be 
clearly identified. The significance of the creation of social capital was revealed, but 
it was also shown that many conditions for the creation of social capital, such as the 
identification with the organisation and the creation of trust, were not sufficiently 
developed in the University Hospital. Methods such as story telling were identified 
as helpful but not yet applied organisation-wide. The creation of formal relationships 
with other health service providers seemed to be of strategic importance to the 
management of the Hospital. By contrast, the creation of informal relationships 
between departments did not seem to be pursued systematically and only irregular 
attempts to exchange knowledge and experience were reported.
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The findings further showed that various contextual factors seem to influence the 
management of intangible resources. It was shown that because of the constant 
rotation of medical staff, the identification with the organisation and the co-operation 
with the nursing staff was rather poor. In addition, it was found that the attitude of 
staff towards the organisation and the job was negative in parts. This might be due to 
the characteristics of being a public sector organisation because in the past those 
organisations were rarely forced to adjust to the environment and change their work 
processes. Another important factor for the utilisation of intangible resources was 
the spatial organisation of the Hospital. Managers felt that the decentralised 
arrangement of buildings hindered the creation of corporate identity. Some 
managers reported that spatial proximity would enable them to constantly exchange 
knowledge and experience. In addition, the style of leadership was identified as 
important. Respondents reported that, in particular middle managers on the ward 
needed to shift their leadership tasks to managerial issues. Senior managers realised 
the impact of managers on staff in order to convince them of necessary changes.
Regarding the supportive management activities of human resource management and 
knowledge management, it was found that, although senior managers were highly 
active in implementing human resource management tools, some of the contextual 
factors seem to limit their scope for action. In particular, the performance appraisal 
and rewarding of staff were impeded by the regulations of the Works Council. It was 
further found that some knowledge management activities were pursued at 
departmental level, although the senior management felt that an organisation-wide 
implementation of knowledge management was not possible yet.
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Discussion of the Findings of the Main Study
11.1 Introduction
The main study assessed how effective the management of the University Hospital 
was at enacting, managing, utilising, and developing the organisation’s important 
intangible resources. The study revealed that in order to enhance organisational 
performance, the Hospital intended that their medical professionals specialise in 
research, teaching, or patient care. Further, it was planned to locate different service 
providers at the University Hospital in order to offer patients a comprehensive range 
of services. These and other actions of the management require the analysis of 
existing resources in order to adequately deploy and complement them.
In order to provide a structured discussion of the findings of the main study, this 
chapter is divided into sections, which reflect the theoretical framework proposed in 
section 4.7 of the thesis. Thus, this chapter discusses the contextual factors and seeks 
to increase the understanding of the basic conditions and their meaning for the 
awareness and management of intangible resources. The chapter further analyses 
intangible resources that respondents felt were important. In what follows, the 
chapter discusses the activities related to the management of human resources and 
the management of knowledge. Then, the chapter summarises the key conclusions 
derived from the comparison of the findings with the literature. The concluding 
sections of the thesis discuss the limitations of the research and outline 
recommendations for further research.
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11.2 Discussion of the Impact of Contextual Factors on the Management of 
Intangible Resources
The findings of the research well justified consideration of internal and external 
contextual factors since these seemed to strongly influence the management 
behaviour in the University Hospital. It was shown that the aims of the University 
Hospital were to deliver patient care, support research activity, and teach clinical 
staff. The value of human capital, which especially derived from highly 
professionalised knowledge and qualifications of the great variety of professionals, 
can be referred to as high. In addition, as a teaching hospital, the Hospital had to 
provide teaching facilities and processes to ensure a constant rotation of medical staff 
in education. Section 9.5.1 described how the continuous rotation of medical staff 
hindered the creation of stable relationships which, however, is seen in the literature 
as one of the prerequisites for building social capital (Leana and van Buren, 1999). 
Another prerequisite is the identification with the organisation. This too, seemed to 
be rather poorly developed by the rotating medical staff. It can be assumed that there 
is a higher identification with the profession than with the organisation. The lack of 
identification might also impede the sharing of knowledge with other professionals 
within the organisation. The lack of sharing knowledge might also be based on the 
freedom that is given by German basic rights to research and teaching (German 
Science Council, 2006). Indeed, it was felt by the interviewees that this impeded the 
management of high medical professionals. In order to foster the development of 
social capital and the deployment of human capital, the top management is required 
to find specific measures which enhance the identification with and commitment to 
the organisation of rotating medical professionals.
Blumenthal, Campbell, and Weissman (1997) claim that the multiple missions of 
academic hospitals lead to tremendous disadvantage against competitors. This was 
also felt by middle managers. However, section 9.6 demonstrated that the top 
management attempted to turn the potential disadvantage into an advantage and 
stated that it intended to separate research, teaching and patient care in order to 
develop high competences in these areas. This was also suggested by the German 
Science Council (2006), which argues that the specialisation in the field of research
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and patient care will lead to higher quality and support the generation of a unique 
image which is necessary due to increased competition. Closely related is the 
efficient deployment of existing knowledge. By using the advantage of employing 
high professionals, competitive advantage can be gained. It requires turning the 
management of knowledge into a strategic issue- a fact which has not been yet 
considered in the University Hospital.
The Hospital was part of the public sector. The related regulations were strongly felt 
by all top and middle managers. Indeed, the study found that it was felt that the 
regulatory bodies are the key external influence on the management of intangible 
resources, above all human capital. Cinca, Molinero and Queiroz (2003) argue that 
managers in the public sector have less room to manoeuvre given the rigorous public 
sector target setting, multiple regulations and regular political interference. 
Supporting evidence was found in this research, see section 9.5.2. As a public 
organisation, this Hospital faced political interference, which aimed at staff 
protection. This finding is supported by Mullins (1999), who argues that rigid 
personnel policies give public sector employees high protection rights. In order to 
protect the rights of the employees, all issues related to employees arising in the 
University Hospital were strongly influenced by the actions of the Works Council 
and the union bargaining agreement. Boyne (2002) argues that this leads to a higher 
degree of bureaucracy. It was felt that this made it difficult for managers to 
influence the competitive situation of the Hospital. In section 9.5.2, it was 
demonstrated that the relationship between the management and the regulatory 
bodies was felt as hostile. The negative impact of these bodies is also described by 
Mullins (1999). The strong influence of the Works Council led to an increased 
resistance among the employees to change towards a more economic thinking and 
understanding. It also led to a rather negative attitude of staff towards the 
organisation and change. These findings are in agreement with van Beveren (2003), 
who found that in public sector organisations there is a strong opposition of staff to 
change, which hampers the management in their reactions to the environmental 
requirements. Above all, managers felt there were restrictions in the management of 
human resources, especially in terms of performance measurement, disciplinary
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action towards staff and reward management. In general, the findings agree with 
Boyne (2002), who claims that public sector organisations are predominantly 
controlled by political forces, not market forces. Thus, primary constraints are 
imposed by the political system rather than the economic system.
Although it is sometimes argued that not-for-profit organisations do not face 
competition (Mullins, 1999), the review of the literature (section 2.3.3) showed that, 
in fact, hospitals face an increasingly competitive situation. Indeed, Walther (2005) 
argues that competition has increased in the German hospital market; a fact 
supported by the findings of the study, see section 9.5.3. In this context, the research 
findings revealed that achieving competitive advantage was an important objective of 
the University Hospital and most managers showed strong awareness of the 
competitive environment. The awareness of the environmental conditions and the 
position of the Hospital in the market should be supported by an analysis of its 
resources, which might constitute a competitive advantage. The competitive 
environment that hospitals face requires the development of strategic competencies. 
Douglas and Ryman (2003) support this by arguing that an evaluation of the 
resources is necessary for positioning in the market and for achieving competitive 
advantage. Both the literature (Freshman and Rubino, 2004) and the results from this 
study indicate that the increased competitive environment seemed to affect the 
creation of networks and partnerships. The analysis of the findings revealed that 
external relationships were established with other hospitals and service providers. 
However, it was felt that, although section 9.7.4 showed that the middle manager, 
responsible for the creation of external partnerships, evaluated the resources of the 
Hospital very carefully, focus was placed on the exchange of tangible resources in 
order to gain additional financial resources. It was apparent that the 
complementation of missing intangible resources has not been considered yet. This 
entails that there is no in-depth understanding of existing and missing intangible 
resources. However, this might be an essential condition for survival in a highly 
competitive environment. If the University Hospital better used its intangible 
resources, which also includes the sharing of existing knowledge, competitive 
advantage could be gained.
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Another issue faced by the management of the University Hospital was the financial 
constraints imposed by government. The literature review showed that financial 
support for German public hospitals has been declining for several years (Blum and 
Schilz, 2005). Section 9.5.4 showed that the pressure caused by the constant 
reduction of budget allocated to German hospitals was also felt by the managers of 
the University Hospital. Top and middle managers clearly realised the changes that 
were necessary as a result of these financial limitations. Middle managers felt the 
emphasis on financial performance. This implies that they need to apply different 
means in order to balance financial performance and the quality of services. Indeed, 
this is seen as a critical success factor in the hospital industry (Douglas and Ryman, 
2003). The severe financial situation seemed to influence the management of human 
resources, above all the external recruitment and training and development of staff. 
Training courses provided to front-line nurses were reduced to cut costs. In order to 
compensate for these, the management initiated intra-departmental training courses, 
which at the same time, seem to be an appropriate means to enhance staff 
involvement, which would again increase staff commitment and identification with 
the organisation. It would also increase the creation of intra-organisational 
relationships. Another means applied by the top managers was the creation of 
relational capital in form of external partnerships in order to gain additional financial 
resources, see section 9.7.4.
Another way to reduce costs was found in the rearrangement of the organisation 
structure into a more centralised formation, as described in section 9.5.5. Now, the 
Hospital consists of various centres, each of which comprises several clinics and 
institutes. This approach was described in depth by Kirstein and Schmitz (2006). 
Kirstein and Schmitz (2006) argue that, by introducing a centralised structure, the 
distance between managerial and medical leaders during the decision-making process 
is reduced. Yet, this study could not provide strong evidence to support this 
statement. Section 9.7.3.1 revealed that it was felt that the relationships between the 
different centre managers were felt not always to be good. The findings further 
indicated that the change of structure affected the management of available resources. 
The fieldwork provided evidence that the new centralised organisation was
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conducive to a better coordination of existing resources, above all the sharing and 
dissemination of knowledge, see section 9.7,3.1. The findings support Zhou and 
Fink (2003), who state that the organisational structure can be supportive in the 
creation and transfer of knowledge and the establishment of relationships. The 
findings of this study (section 9.7.3.1) agree with the work of Kirstein and Schmitz 
(2006), who argue that a centralised structure might enable a better coordination of 
overlapping processes and training efforts within each centre. It can further be 
assumed that a closer spatial proximity enhances the understanding of staff for one 
another and leads to a higher identification with the organisation.
As in many other hospitals, the University Hospital was characterised by a 
demarcation of the three occupational groups of medical, nursing, and administrative 
staff, see section 9.5.6. This is well described in the literature; see Kriegel (2005) for 
example. There was evidence of tensions in the working relationships of senior 
nurses and medical directors. The findings indicate the need for an appropriate 
hierarchical structure for the creation of social relationships. This is supported by the 
work of Adler and Kwon (2002), who state that the hierarchy affects both the 
decision flows and the establishment of good working relationships. In strong 
hierarchical systems, as exist in most hospitals, individuals’ roles become highly 
formalised, again causing problems for effective networking and the sharing of 
information. Within the University Hospital, strong subcultures existed between 
occupational groups and specialised divisions, as shown in section 9.7.3.1. This is 
clearly described in the work of Westermann-Binnewies (2004). The division 
between the various occupational groups but also within a single group implies that 
intangible resources are not adequately promoted and used. Further, the lack of 
identification with the organisation implies a weak value of social capital. Based on 
these assumptions, it can further be supposed that the dissemination and sharing of 
knowledge among different occupational groups is hindered. This can lead to 
competitive disadvantage, as described earlier.
The study further found that the capabilities of the managers and leaders are among 
the most important factors that influence the management of intangible resources.
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Section 9.5.7 described the significance of the style of leadership. Leadership 
appeared to be a central issue in terms of employee performance and financial 
performance. It was reported that the University Hospital was led by an active Board 
of Directors. Rastogi (2003) and Voola, Carlson and West (2004) emphasise the 
important role of the top management for any organisation. Indeed, many middle 
managers acknowledged the effectiveness of the top management in developing and 
preparing the University Hospital to face existing challenges. Boyne (2002) 
describes the passive attitude of public sector managers. However, this cannot be 
supported by the findings of this study. Reasons for contradicting findings of this 
research might be found in other contextual factors, such as the competitive and 
financial situation of the University Hospital, which forced the top management to be 
active.
This research further identified the responsibility of middle managers in terms of 
leadership. It was shown that they are very important in the running of the hospital. 
This is in agreement with Nonaka and Takeuchi (1995), who argue that middle 
managers are important for transferring the visions of the top management to the next 
level. It was shown that the middle management reflected a clear understanding of 
the goals and direction of the top management. Consequently, it can be assumed that 
communication and understanding between these two hierarchical levels functioned 
well. It was shown that the middle managers were responsible for analysing and 
developing their ward managers. These responsibilities included developing and 
motivating people, handling conflicts, and communicating ideas. This supports the 
work of Longest (1998), who demonstrates how middle managers take on leadership 
tasks.
Although there is a range of literature that refers to the importance of middle 
management in the realisation of strategic directives (see Wilcox King and Zeithaml, 
2001, for example), this study showed that the responsibility for the realisation of the 
strategic directives of the top management was primarily with the lower management, 
i.e. the managers on the wards (section 9.5.7). This research demonstrated the 
important role that lower management played in the utilisation of available resources.
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This agrees with the work of Walther (2005), who confirms the importance of the 
leadership competenee of lower managers in the nursing discipline. He claimed that 
lower managers, such as ward managers, could ensure efficient and effective services. 
Being close to a large number of front-line staff, they have the opportunity to 
develop and deploy existing resources, above all human capital. It has been argued 
that they are the critical managers for an optimal resource utilisation (Wilcox King 
and Zeithaml, 2001). They are not only able to adequately promote and develop 
human capital, but can also influence the establishment and maintenance of social 
capital as they can encourage the development of intra-organisational relationships, 
the implementation and acceptance of the organisational mission statement and 
identification with the organisation. The top management of the University Hospital 
had realised the importance of ward managers and a rigorous shift of emphasis from 
operational to management tasks at ward management level was described in section 
9.5.7. Overall, it seemed that managers and leaders are the most influential factors 
for the effective management of intangible resources.
11.3 Identification of Important Intangible Resources
Pike, Roos and Marr (2005) claim that without a profound understanding of the key 
performance drivers, it is difficult to strategically manage and allocate resources. 
For the present study, key performance drivers consisted of a mixture of various 
intangible resources, including human capital, structural capital, social capital, and 
relational capital. Thus, the taxonomy chosen for classifying intangible resources 
seemed to be appropriate. The following sections aim to discuss those intangible 
resources that managers and staff believed are of crucial importance for obtaining 
high performance in the University Hospital.
11.3.1 Human Capital
Section 9.7.1 showed that managers at all levels understand the importance of human 
capital for the successful running of the Hospital. Therefore, the findings of this 
research support the findings of other empirical studies in that human capital is
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among the most important resources for the running of a hospital (Habersam and 
Piper, 2003; Peng, Pike and Roos, 2007). In general, the findings revealed that 
human capital influences other forms of capital such as social capital, i.e. the creation 
of intra-organisational relationships, and structural capital in the form of new job 
roles such as primary nurse. It can further be assumed that human capital influences 
the creation of relational capital since the knowledge and expertise of high 
professionals leads to an enhanced reputation of the hospital and facilitates the 
creation of external networks.
The study found that in the University Hospital knowledge and expertise are the most 
significant sources of high performance. Because of the great diversity of a highly 
professional workforce, the value of human capital seemed to be very high. The 
literature (see Habersam and Piper, 2003; Peng, Pike and Roos, 2007) describes the 
importance of individual and organisational knowledge in hospitals as an intangible 
resource. The fieldwork explored the different types of knowledge required by 
employees such as technical knowledge and structural knowledge, i.e. knowledge 
about the structures and processes of the Hospital, section 9.7.1.1. This supports the 
empirical work of Habersam and Piper (2003), who found structural knowledge to be 
important. Further, this research showed that both medical and non-medical 
knowledge are necessary for all members of staff, even though they might not be 
dealing with patients. This is the case for administrative staff as they are at the 
interfaee between the administrative and clinical disciplines.
The usefulness of experience gained in the job was described in section 9.7.1.2. Due 
to the chosen in-depth case study approach, the current study revealed that 
respondents distinguished between experience gained in former jobs and in current 
jobs. The results showed that the utilisation of experience is a condition for high 
performance. This finding agrees with what was found by Habersam and Piper 
(2003). Their findings revealed that in the healthcare environment, personal 
professional experience is strongly associated with ensuring high performance 
services. However, in the literature the definition of experience is disputed. Van der 
Meer-Kooistra and Zijlstra (2001) argue that knowledge and experience of staff are
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among the crucial resources needed to deal with new external and internal situations 
in a structured manner. By contrast, Anand, Glick and Manz (2002) claim that 
experience is of less use to today’s employees because organisations are increasingly 
faced with new and unforeseen situations. Within this research, the argument of van 
der Meer-Kooistra and Zijlstra (2001) is supported as most respondents claimed that 
the experience gained in former jobs could help them deal with new situations.
The concept of attitude as an intangible resource is described in the literature by 
Marr (2004a) and Marr, Schiuma and Neely (2004b). The components of attitude as 
identified by Gupta and Roos (2001), such as cultural adaptability, willingness to 
share, creativity, the desire to learn and develop, and the openness and willingness to 
try new things, could only be found to some extent in this study. For example, 
aspects such as the willingness to share and to try new things were found to be 
important to effective working. Section 9.7.1.3 described how many managers had 
the feeling that employees lacked a service-oriented attitude. This agrees with the 
findings of Steckel and Grebner (2006), who found that within German hospitals, 
there is a low level of service and quality oriented culture. Consequently, Steckel 
and Grebner (2006) claim that employees are very sceptical and often lack a service 
and customer-oriented attitude. This research revealed that encouraging staff to 
adopt the required attitude was a major concern of the managers. It seemed to be of 
the utmost importance to change the attitude of employees. Thus, it can be assumed 
that the attitude of staff was seen as the major component of human capital. Having 
an appropriate attitude towards the organisation would also facilitate the utilisation of 
other forms of intangible resources. It could help to share knowledge and to capture 
expert knowledge. This would also reduce fears associated with the ageing of the 
workforce, as found in the study. Further, having a positive attitude towards the 
organisation could facilitate the establishment of intra-organisational relationships 
and the identification with the organisation-which are both seen as conditions for the 
creation of social capital. The development of a mission statement could be seen as a 
means applied by the top management in order to change the attitude of staff.
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Although loyalty was found in the literature as a component of human capital (Marr, 
2004a), in this research only one respondent referred to loyalty as highly important 
for her work, see section 9.7.1.4. She explained that high loyalty to the University 
Hospital was required. However, it can be assumed that because of the existing staff 
profile in the Hospital and the public sector characteristics, loyalty towards the 
organisation cannot be referred to as high. No strong evidence of the importance of 
this aspect of human capital could be found.
The literature has mixed views on the importance of qualifications as an intangible 
resource. Indeed, the importance of qualifications was only mentioned in Petty and 
Guthrie’s (2000) work. However, in section 9.7.1.5 it was reported that having the 
appropriate qualifications was essential as senior managers invested in the 
development of new qualifications for nursing staff and ward managers. The 
enhanced qualifications would also help legitimise the nursing discipline in the 
Hospital, in particular in its dealing with medical staff.
The literature on intangible resources provided only limited evidence on the 
importance of communication skills. The findings of Habersam and Piper (2003) 
show that communication skills were identified as important in other hospitals. 
Within this research, the importance of communication skills of leaders and 
managers was emphasised on different occasions (sections 9 .7 .1 . 6  and 9 .5 .7 ). 
Goodwin (2006) claims that communication skills are perhaps the most important 
interpersonal skills. Although the importance of the efficient communication of 
information to all levels of the hierarchy was reported, a culture of poor 
communication down the lower hierarchical levels was identified. Kriegel (2005) 
argues that efficient communication is important for creating transparency about 
performance and processes. He further states that communication would activate and 
coordinate existing knowledge and increase interest in the organisation. This is an 
area where the Hospital could perform better; and even though respondents cited the 
importance of communication as an intangible resource, section 9 .1 2 2  revealed that 
this could be more effective within the Hospital. Communication is further seen as 
an important tool to tap social capital (Anand, Glick and Manz, 2002). This could be
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confirmed in this research because some respondents claimed to communicate 
regularly with each other in order to consult and advise each other. Although the top 
management used different means of communicating its goals and objectives (see 
section 9.122), it was argued that interpersonal communication, as described by 
Tymon and Stumpf (2003), seemed to be rather poorly applied.
11.3.2 Structural Capital
The importance of structural capital for supporting the utilisation of other intangible 
resources was argued in the literature review (section 3.3.3.2). In this study, it was 
found that the Hospital stressed the development of structural capital. In particular, 
the decision to choose the Quality Management Department for identifying elements 
of structural capital at departmental level, proved useful as this Department strongly 
relied on structural capital such as the documentation of processes, various forms of 
routines and the utilisation of IT systems including databases. Thus, an in-depth 
insight into the management of structural capital could be gained. The findings 
described in section 9.7.2 indicate the importance of structural capital to the effective 
running of a complex organisation such as a hospital. The usefulness of structural 
capital was not only realised by the members of the QM Department. It might also 
be important because of the constant rotation of medical staff in training. The 
findings indicate that the standardisation and documentation of processes might be 
used to help staff to orientate. It was shown that high emphasis was placed on the 
standardisation of processes, e.g. through the creation of documents. However, some 
front-line staff reported that they would rather do without too much standardisation 
and documentation and have sufficient flexibility and creativity in their jobs. This 
implies that there is an inconsistency between the orientation of managers and that of 
front-line staff. The findings might further imply that there is a shift from human 
capital to structural capital. It might be that because of the strong hindrance that was 
felt by managers in managing human resources, focus was shifted to the development 
of structural capital. Further evidence for this assumption was found in the emphasis 
on efficient IT services for operating the Hospital, see section 9.7.2.1. Therefore, the 
findings of previous studies (MacDougall and Hurst, 2005; Bukh, Chemnitz and 
Thisgaard, 2003) that a functioning IT system is essential for ensuring high
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performance could be supported by this study. It appears that an efficient IT system 
is an important intangible resource, as it supports managers and staff in executing 
their tasks. The importance of information and communication systems, as part of 
information technology, is revealed by Peng, Pike and Roos (2007). This study 
found that the Board of Directors used information technology and also non- 
technological ways of communicating and informing staff about any kind of news, 
see section 9 .122. It was found that efficient information and communication 
management was seen as essential due to the scattered premises and the demarcation 
between occupational groups. Such contextual factors imply that special 
communication tools are required in order to overcome the difficulties arising from 
these separations. It was apparent that within the University Hospital, the entire 
aspect of efficient communication and information management was important. 
However, it was shown that front-line staff did not feel fully informed about 
organisational management issues and practices, indicating that there were 
inconsistencies between management activities and reporting practices.
Although the importance of routines has not been identified in studies that consider 
important intangible resources in the public sector, section 9.7.2.3 showed that 
numerous routines were applied in the University Hospital. The importance of 
routines within the private sector was identified by Marr (2004a). Considering 
Johanson, Martensson and Skoog’s (2001b) categorisation of routines, the following 
routines could be identified on an organisational or departmental level: recognition 
and measurement routines could be found in the comprehensive implementation of 
annual reviews and personnel development discussions, see section 10.2.3. Further, 
attention routines were applied to enhance the awareness of staff to the strategic 
orientation of the organisation, such as regular information sessions or seminars for 
different groups of employees, see section 9.1.2.2. Motivation routines include 
dialogues and salary bonuses, which were found in the University Hospital. Regular 
dialogues about the development of staff and recognition via extra rewards may 
serve as examples, as described in section 10.2.5. Evaluation routines encompass the 
evaluation of single indicators and statistical analysis. Section 9.7.2.4 showed that 
this was done at departmental level in terms of internal audits as part of the quality
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management process. Reporting routines refer to the creation of internal reports and 
documents, which could be found in the QM Department. It was reported that 
manuals were regularly created either by the members of the QM Department 
themselves or by the different clinics which introduced a QM system, see section 
9.7.2.4. At organisational level, routines were enhanced through the standardisation 
of processes and the creation of manuals, as described in section 9.T.2.4. Marr 
(2004a) claims that the utilisation of manuals and guidelines is closely related to the 
establishment of routines as they could provide codified procedures and rules. The 
creation of manuals, and thus the documentation of work seems to be of high 
significance in the QM Department of the University Hospital, as shown in section 
9.T.2.4. The aim of creating manuals is the externalisation of knowledge (Marr, 
Schiuma and Neely, 2004b). Many of the processes carried out in the clinics and 
departments were documented. Thus, the degree of reporting routines in the 
University Hospital can be referred to as high. Yet, the statements of the respondents 
imply that not all kinds of documents and routines are useful and wanted. Therefore, 
it seems that there is a need to analyse which information is codified in manuals and 
whether or not this is useful for the fulfilment of jobs.
Some researchers (e.g. van der Meer-Kooistra and Zijlstra, 2001; Cinca, Molinero 
and Queiroz, 2003) refer to the importance of processes as an intangible resource that 
enables the organisation to function and to achieve its objectives. Section 9.7.2.5 
described how the importance of having efficient processes was realised by the 
managers of the University Hospital and efforts were undertaken in order to optimise 
them. This study found evidence that by optimising processes the transparency and, 
consequently, the controlling of processes were significantly enhanced. Mentges 
(2006) argues that the optimisation of processes can result in higher productivity. 
Part of the efforts on process optimisation was the introduction of standardised 
operating procedures and clinical pathways in the Hospital. Schmitz and Debatin 
(2006) claim that clinical pathways allow a more efficient deployment of resources. 
This was also felt by top and middle managers.
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11.3.3 Social Capital
The notion of social capital was explained in section 3.3.3.3 of the literature review. 
For this research, social capital refers to all relationships that exist between the 
members of an organisation. In order to create these relationships, trust, mutual 
understanding, and identification have been identified as important in the literature. 
Building such relationships can improve access to and the utilisation of other 
intangible resources such as knowledge and experience.
For analysing the importance of existing intra-corporate relationships, the model 
developed by Nahapiet and Ghoshal (1998) is applied. Details regarding this model 
were given in section 3.3.3.3 of the literature review. The model distinguishes 
between structural, relational, and cognitive dimensions. In general, it was found 
that the University Hospital initiated only very few social events which might foster 
the creation of social capital. It was revealed that some contextual factors seemed to 
influence the creation of social capital. These contextual factors were staff profile, 
style of leadership, the financial situation of the Hospital, and its organisational 
structure, see section 9.7.3. Westermann-Binnewies (2004) argues that the strong 
demarcation between occupational groups complicates or even impedes 
interdisciplinary cooperation. Section 9.5.6 showed that this could be confirmed in 
this research. Respondents reported that a strong delimitation still exists. Further, it 
was shown in section 9.7.3.3 that the style of leadership applied is important for the 
creation of mutual understanding and trust. Reasons for the lack of systematically 
developed intra-corporate relationships can be found in the work of Tymon and 
Stumpf (2003). They argue that short-term financial problems may hinder the 
development of social capital. The University Hospital currently faced this problem. 
Section 9.7.3.1 showed that the increased workload shortened the time for regular 
meetings and prevented the sharing of knowledge and the building of relationships.
Inkpen and Tsang (2005) assert that a corporate organisational structure supports the 
connectivity of its members. Within the University Hospital, it was found that the 
structure, in particular the scattered premises, rather hinders the establishment of
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intense relationships among different units. In section 9.7.3.1, it was found that the 
spatial closeness is a key factor for a close relationship and the continuous exchange 
of information and knowledge.
Section 9.7.3.1 described the range of links that exist between departments. The 
literature on social capital refers to such links as the structural dimension of social 
capital (Vainio, 2005), which in the case of the University Hospital can be measured 
by the number and intensity of network ties. Von Wartburg, Rost and Teichert (2003) 
distinguish between “strong ties”, i.e. multiple contacts on a regular basis, or “weak 
ties”, i.e. a low degree of relationship intensity. Based on the findings of the research 
it can be concluded that at management level the intense sharing and transfer of 
knowledge did not occur since strong ties, which are seen as important prerequisites, 
did not exist. Within a single unit, it was found that the creation of intensive 
networks was more easily realised and thus, strong network ties exist. Thus, the 
sharing of knowledge is more likely to take place within a single unit. An 
explanation for this is given by Johannessen, Olsen and Olaisen (2005), who claim 
that at intra-departmental level, unrestricted face-to-face communication is easier to 
perform and, consequently, the development of networks and relationships is easier 
to realise.
The importance of trust as a prerequisite for the creation of social capital was 
explored in this research and described in section 9.7.3.2. Within the University 
Hospital, respondents identified trust and mutual understanding as important for the 
creation of relationships, although they seemed barely to exist among the members of 
the different organisational entities. Thus, trust could be linked to the creation of 
intense relationships. Inkpen and Tsang (2005) argue that trust enhances the 
willingness of network members to share knowledge. Evidence could be found in 
this research as some respondents shared knowledge because of the existence of trust. 
In order to foster the development of trust between the members of the Hospital, 
respondents described a regular transfer of employees within one organisational unit. 
Tymon and Stumpf (2003) claim that this is one way of facilitating the development
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of social capital. The regular transfer of employees enhances respect for each other’s 
work as well as trust and mutual understanding.
Schoemaker and Jonker (2005) describe how identity refers to common norms and 
values, which mediate a sense of belonging to an organisational entity. They further 
argue that identity with the organisation can result in a bond with other members of 
the organisation; a process which is termed by Nahapiet and Ghoshal (1998) as 
identification. Section 9.7.3.2 showed that the aspects of identity and identification 
of the employees with the University Hospital were claimed to be important factors 
for the creation of relationships, although this study found that the identification with 
the Hospital was rather low. This supports the argument of Walther (2005), who 
claims that there is a lack of identity in hospitals. Yet, he found different reasons 
such as the development o f  thinking in silos” of the three main occupational groups: 
medical, nursing, and administrative staff. Many employees did not identify 
themselves with the entire Hospital but rather with their own clinic or department. 
Consequently, it can be assumed that at departmental level, the relational 
requirements for the creation of social capital are better developed. The lack of 
identity and identification with the University Hospital might be seen as an important 
fact that explains the lack of social capital among the different organisational units. 
The findings presented in section 9.7.3.2 lead further to the conclusion that due to the 
lack of common identity, an intensive exchange of resources such as knowledge and 
experience, did not take place. Schoemaker and Jonker (2005) argue that a common 
identity is essential for using other resources, e.g. knowledge, because individuals 
would be more willing and less afraid to share. Further, the relationship between the 
identification with the Hospital and the spatial organisation could be revealed, see 
section 9.7.3.2.
Section 9.7.3.3 showed that the top management of the Hospital developed a 
corporate Hospital vision expressed in a mission statement, which replaced the 
mission statement of the nursing discipline. This implies that the Board of Directors 
attempted to overcome the separation of the different occupational groups. This 
agrees with Kriegel (2005), who points out that organisations should attempt to
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develop generally applicable mission statements. The study found that the 
importance of the mission statement was acknowledged by all senior and middle 
managers as a means to provide orientation and guidance. This confirms the work of 
Hussi (2004), who shows that a vision and a mission statement are important for 
managing organisational activities. However, the findings of the study revealed that 
the respondents at departmental level had a different opinion on the importance of a 
mission statement. Thus, the overall importance of a mission statement could not be 
confirmed in this research. Brazier (2005) claims that an organisational vision needs 
to be communicated adequately in order to become inherent in the employees’ 
decisions and actions. This was also realised by the Board of Directors and 
described in section 9.7.3.3. This required an efficient information and 
communication management as part of structural capital. However, it was also felt 
that the importance of the mission statement was not sufficiently communicated 
down all hierarchical levels. This implies that the information and communication 
management of the University Hospital was not working efficiently. Although the 
literature reports the relevance of a shared vision for the creation of mutual 
understanding and the exchange of resources (Tsai and Ghoshal, 1998; Inkpen and 
Tsang, 2005), the findings of this study cannot provide any evidence for that. 
Further, no evidence of the influence of a shared vision on the creation of internal 
relationships could be found.
The sharing of narratives was identified as another component of social capital, see 
section 3.3.3.3. Story telling is one method of sharing narratives, which is seen as 
one essential way to create common understanding of the organisational culture and 
objectives. Lesser and Prusak (1999) argue that the creation of a common 
understanding is important for building social capital. The fieldwork (section 9.7.3.3) 
showed that this method was used to reduce prejudices and enhance understanding 
and acceptance among employees. It could be expected that this method increased 
the opportunity for creating social capital.
Inkpen and Tsang (2005) argue that the nature of organisational social capital 
determines the level of individual social capital. Section 9.7.3 showed that social
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capital built among individuals is critical and drives the development of 
organisational social capital. While social capital built at departmental level is well 
developed and intense, the organisational establishment of social capital is not 
intensively pursued. No concrete direction of the top management towards the 
initiation and maintenance of internal co-operation could be identified. It appears 
that the development of such relationships is done at departmental level when aspects 
such as personal communication, the existence of shared goals and objectives, and 
the homogeneity of the occupational group are given.
11.3.4 Relational Capital
The literature review (section 3.3.3.4) showed that relational capital encompasses 
numerous relationships to stakeholders and the reputation and image of the 
organisation. This research focuses on the creation of strategic partnerships with 
other hospitals and (health) service providers. The findings described in section
9.7.4 showed that formal and informal relationships to external partners exist. The 
degree and extent of relationships created with other hospitals were described in 
section 9.7.4.1. It was shown that at strategic level, the University Hospital 
undertook considerable effort in order to transfer both tangible and intangible 
resources outwards. This is supported by the German Science Council (2006), which 
states that hospitals, in particular university hospitals, have initiated numerous forms 
of co-operation with other institutions.
Nahapiet and Ghoshal (1998) explain that in order to be able to transfer resources, 
the organisation must possess a pool of unique resources in order to benefit from 
exchange. The study provided evidence for that. In section 9.7.4.1, it was reported 
that the University Hospital possessed areas of excellence in terms of high-tech 
resources and top competences. In addition, it was described earlier that it can be 
assumed that the Hospital possessed high value of human capital. This entails that 
some medical professionals possess a high reputation, which might facilitate the 
creation of external networks. However, so far the management of the University 
Hospital seemed to focus on building external relationships in order to obtain
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financial benefits and the referral of cases. This supports the work of Yavas and 
Romanova (2005), who argue that the main motives behind such co-operative 
agreements are improved financial performance and the increase of the occupancy 
rate. This is also supported by Walther (2005), who found that hospitals mainly 
establish co-operative agreements and partnerships because of financial motives.
Marr, Gray and Neely (2003) argue that organisations form partnerships for 
accessing complementary resources. By contrast, the fieldwork showed that the 
supplementation of own resources was not the main intention of the strategic 
management of the University Hospital. In terms of the kind of resources that were 
exchanged, the findings of section 9.7.4.1 showed that emphasis was placed on the 
creation of technological alliances, as described by Das, Sen and Sengupta (2003). 
This, however, involves the transferring of know-how and information. Yet, the 
findings revealed that not enough strategic emphasis was placed on the formal 
exchange of intangible resources such as knowledge and expertise. This implies that 
the management of the University Hospital has not realised that intangible resources 
can be important to securing financial resources, because strategic focus was placed 
on transferring tangible resources. It was apparent that there is a weak connection 
between human capital and relational capital because, although the University 
Hospital employed high professionals, the external transfer of human capital was 
inefficient. In addition, the transfer of external knowledge and expertise into the 
organisation was not done, although it was shown that the necessary structure, e.g. 
teaching facilities, was in place.
At departmental level, evidence was found that relational capital was built in an 
unstructured way (see section 9.7.4.1). It was reported that, so far, the establishment 
of partnerships with other hospitals was based on personal interest and initiatives, see 
section 9.7.4.1. This implies that there is a relationship between social capital and 
relational capital. This would confirm the work of Viedma Marti (2004) and Yli 
Renko, Autio and Sapienza (2001), who argue that social capital is an important 
constituent of external partnerships.
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Several respondents showed awareness of the “things they are good at doing”, which 
is seen as a condition for transferring intangible resources (Roberts and Chaminade, 
2002). At departmental level, it was revealed that rather intangible than tangible 
resources were the object of transfer. Above all, expertise and experience were in 
the centre of focus. It seems that the value of human capital has been realised at 
departmental level.
The respondents reported that next to the initiation of partnerships with other 
hospitals, the University Hospital actively tried to bring other (health) service 
providers to the location of the University Hospital in order to offer comprehensive 
services to patients (see section 9.T.4.2). This agrees with Yavas and Romanova
(2005), who explain that hospitals establish partnerships in order to decrease the 
duplication of services and facilities and to increase clinical effectiveness. At 
organisational level, it was shown that partnerships are formally created and based on 
formal contracts.
11.4 Management Activities
Regarding the management activities, two main activities identified in the literature 
were analysed in this research, namely human resource management and knowledge 
management. In addition, the findings of the study enable the researcher to draw 
some conclusions regarding the management of other intangible resources, i.e. social 
capital, structural capital and relational capital. One aspect that has further to be 
taken into account is the feasibility of managing important resources in terms of costs 
and time. Aaker (1989) states that the development of an important intangible 
resource might be so costly that it is not economically feasible. In the University 
Hospital, this might be the case for changing the attitude of staff. It was found that 
this is an important intangible resource which influences the utilisation of many other 
resources. Yet, the analysis of the current state of the art showed that great effort has 
to be undertaken to change the attitude of staff towards a supportive and positive 
attitude. Thus, it inevitably requires the analysis of arising costs.
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11.4.1 Human Resource Management Activities
The literature (section 3.5.2) showed that the strategic management of intangible 
resources is strongly related to the consideration of operational tools for the 
management of human resources (Roos, Pike and Femstroem, 2005). The study 
found that within the University Hospital, the management of human resources is 
strongly hindered. It seemed not only to be limited by financial constraints but also 
by regulations imposed by different laws and bodies. Kriegel (2005) noted that in 
hospitals the implementation of flexible and progressive HR management tools is 
hindered due to the interference of regulatory bodies. Section 10.2.3 showed that 
respondents felt the same. Although Siddiqui and Kleiner (1998) emphasise the 
importance of labour-management relations, respondents perceived this relationship 
as most poorly developed. Yet, because of the dominance of human resources within 
each hospital, it is supposed that sufficient investment is undertaken in developing 
and utilising human resources. However, the findings of the study imply that 
because of the hindrance in the management of human resources, focus is shifted to 
the development of structural capital, e.g. the standardisation of processes and the 
development of IT systems. It was apparent that the University Hospital sought new 
ways of improving organisational performance.
When considering the performance of the HR Department in the University Hospital, 
many respondents felt the poor quality of this Department, as described in section 
10.2.1. This seems to support the findings of Walther (2005), who states that many 
hospitals have not realised the importance of a comprehensive human resource 
management. Becker, Huselid and Ulrich (2001) agree and state that in many 
organisations, human resource departments merely fulfil operational and 
administrative functions and would not understand the importance of human 
resources for creating value to the organisation.
Nevertheless, the top management of the Hospital seemed to have realised the 
importance of human resource management activities, see section 1 0 .2 .1 , and found 
different means in order to develop and promote their most important resources. The
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deployment of human capital can be analysed when considering existing human 
resource management tools.
When considering the possibilities of the management to recruit new staff, the 
findings in section 1 0 .2 . 2  showed that the external recruitment of employees seemed 
to be limited due to the protection of staff workplaces. Thus, main access to human 
resources in the Hospital was the “internal labour market”, as described by McBride 
and Hyde (2006). This implies that the value of human capital cannot be enhanced 
by the external recruitment of staff but by developing and redistributing existing 
human resources. This requires an in-depth understanding of the performance of 
available resources, which however was felt as severely hindered by various 
contextual factors, above all public sector regulations. Although section 10.2.3 
described how the managers of the Hospital applied a wide range of performance 
appraisal tools, some respondents felt that the information resulting from the 
appraisals is limited. This is supported by the work of Hatch and Dyer (2004), who 
found that managers face difficulties when assessing employee performance. Further, 
some staff felt that some managers would not be able to analyse their potential 
properly, although they felt it important, see section 10.2.7. This supports the work 
of Huselid (1995), who argues that many managers fail to realise the potential of 
their staff. Based on the assessment of individual performance is also the adequate 
deployment of staff. Hatch and Dyer (2004) report problems of managers to identify 
employees’ skills in order to deploy them in the most productive way. The fieldwork 
(section 10.2.3) found that some managers initiated several measures in order to 
analyse the skills of employees and to identify gaps. The findings indicated that 
managers analysed strengths and weaknesses but failed to acknowledge previous 
experience and existing potentials. Thus, it appears that the skills and capabilities of 
staff were not optimally deployed, see section 10.2.7. Other reasons might be found 
in the lack of willingness of staff to reveal and share existing competencies and skills, 
as no corporate identity and no adequate reward management existed. It was 
reported that structural capital and contextual factors influence the adequate 
deployment of human capital. It was felt that new ideas and thus human capital was 
not adequately used. Huselid (1995) argues that considerable danger exists that
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human capital is not adequately deployed and even underutilised. To reduce this 
danger the effective training and development of staff is essential. The findings 
(section 10.2.4) showed that the top managers of the University Hospital have 
realised the importance of the adequate training and development of staff. This 
supports the work of Skaggs and Youndt (2004), who emphasise the importance of 
staff development. The fieldwork further found that this mainly referred to the 
further training and development of lower managers as executives and the 
enhancement of the qualifications of specific nursing groups.
The initiatives of the management of the University Hospital showed that it has 
realised the relevance of continuous training. Thus, it attempted to ensure that the 
knowledge of staff was always up-to-date. The meaning of continuous training was 
described by Cinca, Molinero and Queiroz (2003). This was also realised at 
departmental level. Section 10.2.4 showed that some respondents felt that internal 
and external training sessions were among the most important ways to enhance 
knowledge and skills. Permanent training was seen as one of the main factors that 
ensures high quality work. Initiatives such as the internal working group “the 
Golden Trade” (section 9.7.3.1) can be seen as self-initiated learning. This would 
support the work of Litschka, Markom and Schunder (2006), who state that the 
development of human resources should not be an organisational task only. 
“Learning by doing” (section 10.2.4) can also be seen as personal initiatives in order 
to continuously learn and improve. This finding supports the work of Habersam and 
Piper (2003), who argue that learning by doing is important in hospitals. It was also 
shown that most front-line nurses did not get adequate training. In this context, 
Fottler, Hernandez and Joiner (1994) argue that the continuous development of staff 
costs financial resources and precious time, which an organisation would not have at 
unlimited disposal. The required time and costs related to training efforts were also 
realised by respondents in this study, see section 10.2.4. Therefore, it seemed that 
costs were more important than quality. Nevertheless, since human resources were 
identified as most important for running the hospital, managers should pay more 
attention to training and developing the workforce. Ways have to be found which 
combine cost-effectiveness and high qualifications of staff. It can be assumed that
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internal training initiatives are not only an appropriate means to save costs but also to 
foster the creation of social capital since it enhances the involvement of staff and 
consequently, the identification with the organisation. However, due to the 
limitations of individual performance measurement, it seems to be difficult to 
identify performance gaps, which can be closed in training courses.
The provision of training was also seen in a different context, see section 10.2.5. 
Some managers used this means for extra rewarding staff. The actions of the 
managers support the work of Inman, Blumenfeld and Ko (2005), who found that 
giving training to staff can enhance their morale and pride. By contrast, rewarding 
by training was not seen as very motivating by the respondents of the QM 
Department. It was further reported that managers perceived the opportunity of 
attending seminars and conferences as an extra reward. This agrees with the 
suggestions made by Edvinsson and Camp (2005), who argue that these would be 
effective ways of rewarding people. Section 10.2.5 showed that almost all 
respondents of the QM Department mentioned different types of rewards, which 
would motivate them. It appears that the source of motivation shifted from person to 
person, which makes it even more important to understand what drives individuals 
(Edvinsson and Camp, 2005). Evidence was found that extra financial rewards are 
important, although at that point of time, the regulations of the union bargaining 
agreement prohibited such means. Indeed, at departmental level it was found that 
monetary rewards were most significant. Edvinsson and Camp (2005) found that 
high-performing individuals need specific systems that will be able to reward and 
motivate them in order to prevent them to leave. The findings of section 10.2.5 
support this, as the management seemed to have realised the importance of giving 
extra rewards to staff.
Section 10.2.6 showed that the involvement of staff was seen as an important means 
to enhance performance and commitment in the University Hospital. Saleem et al.
(2006) argue that many employees are more knowledgeable than their supervisors in 
detailed aspects of the job. This research found that some managers sought the input 
of employees for job-related decisions. According to the literature, this involvement
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does improve the quality of decisions. Further, it is argued that it enhances the 
chances of decision acceptance among staff (Saleem et al., 2006). However, the 
involvement of staff in the decision making process requires knowledge of the skills 
and experience of staff. The empowerment of staff was reported in terms of training 
and developing the ward managers. More management tasks were given to them and 
their responsibility increased. These initiatives of the top management support 
Spreitzer’s (1996) finding that first higher levels of education had to be given to the 
employees before empowerment could be applied.
The fieldwork, demonstrated in section 10.2.8, showed that managers missed the 
possibility to dismiss staff in the University Hospital. It was apparent that this 
constraint was seen as a significant factor hindering the assurance of high 
organisational performance. This confirms the findings of Kriegel (2005), who noted 
that regulating bodies impede the implementation of adequate HRM activities.
11.4.2 Knowledge Management Activities
The literature review showed that knowledge was seen as among the most important 
intangible resources (Marr, Schiuma and Neely, 2004a). Marr et al. (2003) argue 
that knowledge management is one of the main activities for growing and sustaining 
intangible resources. Thus, the main study explored tools and approaches related to 
the management of knowledge. For the analysis, the concept suggested by Lettieri, 
Borga and Savoldelli (2004) and described in section 4.4.3 is applied. Managing 
knowledge requires other intangible resources such as structural capital and social 
capital.
The fieldwork, see section 10.3, revealed that top managers neglected the existence 
of an organisation-wide knowledge management system. It was felt that appropriate 
knowledge management required primarily the support and participation of 
employees. Further, top and middle managers argued that the culture of the Hospital 
did not support any kind of related activities. This is supported by the work of Cong
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and Pandya (2003), who emphasise the importance of the “right” organisational 
culture and the support of the people in the organisation. Thus, a key element of 
successful knowledge management practice is raising awareness not only of 
managers at all levels, but also of front-line staff. In the Hospital, it was felt that the 
support and understanding of employees were still missing.
When the researcher investigated the activities of the staff in the Quality 
Management Department, it was found that some activities regarding the 
management of knowledge existed. At this level, it was apparent that, as in many 
organisations, employees pursue elements of knowledge management without 
defining them as such. This was also observed by Brailer (1999).
The fact that the Hospital was a university hospital meant the constant generation of 
new knowledge because of its research activities. Further, due to the constant 
rotation of medical staff in education it can be assumed that always the latest 
knowledge is brought into the Hospital. The study further found that numerous 
initiatives were undertaken in order to acquire new knowledge such as external 
training courses, and department internal discussions and training groups (section 
10.3.1). Lettieri, Borga and Savoldelli (2004) explain that the acquisition of 
knowledge refers to all activities, which help to collect and exploit knowledge. The 
findings of the study support the work of Habersam and Piper (2003), who found that 
hospital staff acquires knowledge in conferences and training courses. Lettieri, 
Borga and Savoldelli (2004) found that within public sector organisations, there is a 
tendency to share knowledge based on informal and personal contacts. This was also 
found in this research, see section 9.7.3.1. It was further shown that the University 
Hospital did not intend to systematically bring knowledge and expertise into the 
Hospital. This finding implies that knowledge and expertise are mainly generated 
and accumulated in-house. It appeared that the top management of the University 
Hospital holds the opinion that the necessary knowledge and expertise would be 
internally available if necessary. This would be a characteristic of an innovative 
organisation. Managers confirmed that in some areas they are innovation leaders.
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The process of codification refers to identifying, capturing, and indexing knowledge 
(Wyatt, 2001). The findings revealed that the codification of knowledge was carried 
out within some organisational units. Yet, section 10.3.2 showed that within the 
University Hospital no electronic record of knowledge, i.e. no organisation-wide 
codification about available knowledge sources existed at organisational level, as 
suggested by Lettieri, Borga and Savoldelli (2004). It appears that the efforts 
regarding the codification processes were not well advanced. Lettieri, Borga and 
Savoldelli (2004) suggest that reports and success stories be used in order to codify 
knowledge. However, not enough evidence was found in the current study. Reasons 
might be found in the role of the Works Council, whose intention is to protect 
employees. There might be a certain danger that information about existing (or 
missing) knowledge is used as pressurising means. Both the literature (Lettieri, 
Borga and Savoldelli, 2004) and the results of this study indicate that for the 
codification of knowledge but also for its storage and retrieval, structural capital 
seems to be highly important. The University Hospital demonstrated that it 
possessed various forms of structural capital such as the documentation of processes, 
databases, and information and communication systems, which could facilitate the 
management of knowledge. Section 10.3.3 described how the introduction of quality 
management systems required the regular documentation of processes. Thus, 
manuals were created and stored. Lettieri, Borga and Savoldelli (2004) argue that for 
the storage of knowledge, information systems play an essential role. Some 
respondents supported this and explained that within their department various 
databases and access to intranet and internet existed, which provided access to 
knowledge and information, see section 9.7.2.1.
The degree of distributing and presenting knowledge depends on the accessibility to 
those, who need it (Lettieri, Borga and Savoldelli, 2004). Factors that influence 
access are regular meetings, social relationships, and the style of leadership. In 
addition, Nonaka and Takeuchi (1995) explain that presentations and internal 
training groups can facilitate the utilisation and dissemination of explicit knowledge. 
This study found some activities related to the transfer of explicit knowledge. 
Respondents described efforts for the distribution and presentation of knowledge as
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they actively organised seminars and training sessions for other members of the 
Hospital. In sections 10.2.4 and 10.3.4, it was reported that employees established 
internal working groups. Lettieri, Borga and Savoldelli (2004) argue that these 
activities facilitate access to knowledge. Section 10.3.4 demonstrated that there was 
hardly an exchange of knowledge among the members of different organisational 
units. This implies that knowledge remains isolated within each of these units. 
Reasons might be the lack of interdisciplinary training, which however, was 
disproved since members of the QM Department initiated interdisciplinaiy courses. 
Other reasons might be the lack of willingness of professionals to share knowledge 
because of status and power within the organisation (van Beveren, 2003). Similar 
evidence was found in other hospitals. Habersam and Piper (2003), for example, 
describe a “deep trench” between the different occupational groups working together. 
This study found that no regular exchange and transfer of knowledge took place 
among middle managers. This is supported by the work of Wyatt (2001), who 
argues that many professional groups in hospitals seem to be unwilling to share 
knowledge and experience. It seemed that public sector features, such as strong 
power structures and hierarchical levels, impede the management of knowledge. Yet, 
exemptions could be identified among some middle managers, who regularly seemed 
to exchange knowledge and information, see section 9.7.3.1. The analysis of the 
importance of social capital showed that the degree of social capital strongly 
influences intra-organisational knowledge sharing. This is described in the work of 
Tsai (2002). Section 9.7.3 provided evidence for the lack of organisational social 
capital within the University Hospital. This might explain the lack of the regular 
exchange of knowledge and experience among the different units.
The work of Nonaka and Takeuchi (1995) identified the importance of open dialogue 
and communication between employees for transferring knowledge. Some 
respondents claimed to have a good communication with other staff. Thus, it could 
be assumed that low barriers existed for the transfer of knowledge and experience. 
The study provided examples which demonstrated the willingness of staff to have 
intense interaction and to learn from each other. This is supported by Anand, Glick 
and Manz (2002), who emphasise the importance of personal communication for
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transferring knowledge. Some employees reported that by working together and 
sharing knowledge, they enhanced their skills and experience. Cong and Pandya 
(2003) claim that this might result in improved personal performance.
The study found evidence of an advanced level of knowledge transfer within some 
organisational units. In section 10.3.4, it was shown that a regular transfer of 
knowledge and experience took place within either meetings or study groups where 
knowledge was passed on. This approach was described by Lettieri, Borga and 
Savoldelli (2004). It was found that internal training concepts were applied to ensure 
the transfer of knowledge and experience. Further, it was shown that story telling 
was applied as one form of sharing narratives (section 9.7.3.3). The literature 
describes the importance of shared narratives in that they are powerful means for the 
transfer of knowledge, the creation, exchange, and preservation of common practices 
and tacit experience, which consequently, result in the discovery and development of 
improved practices (Nahapiet and Ghoshal, 1998).
The next step of Lettieri, Borga and Savoldelli’s (2004) model concerns the 
application of knowledge. It is related to the usefulness of other knowledge 
management activities, i.e. the acquisition, storage, and distribution of knowledge. 
Some respondents had to admit that the manuals created for guiding their work were 
only of minor help, see sections 10.3.5 and 9.7.2.4. Thus, the appropriateness of the 
documentation in manuals could be questioned. This supports Lettieri, Borga and 
Savoldelli’s (2004) argument that the usefulness of the efforts regarding the 
acquisition, storage, and transfer is to be analysed if this knowledge is not applied 
and integrated.
Considering the activities on the management of knowledge, it can be assumed that 
new knowledge is frequently generated, in particular within the QM Department. 
However, after having proven the lack of co-operation between different 
organisational units, it can be concluded that existing knowledge is not well used, 
and therefore the generation of new knowledge limited. Lettieri, Borga and
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Savoldelli (2004) argue that there is a relationship between the interaction of 
colleagues and the generation of new knowledge.
Overall, it can be concluded that regarding the strategic activities of adequate 
knowledge management, the University Hospital seemed to neglect opportunities for 
introducing related methods and tools. At departmental level, the study identified 
numerous activities. It was found that within the Hospital the initiatives regarding 
knowledge management depended on the members of each department. Factors such 
as trust, mutual understanding, and open communication seemed to be important. 
These findings contradict the statement of Cong and Pandya (2003), who argue that 
public sector organisations lack awareness of knowledge management. The study 
revealed that factors, such as the support of staff, influence the implementation of 
strategic knowledge management activities. Rastogi (2003) argues that knowledge 
management activities depend on the role of the top management. This study rather 
found that the top management did not promote the strategic implementation of 
knowledge management activities, but at departmental level, considerable effort was 
undertaken. The findings found that at organisational level, the management felt that 
there is not enough understanding and even resistance of staff regarding the 
implementation of knowledge management activities. This implies that the 
understanding of the meaning and implications of knowledge management activities 
needs to be enhanced at all organisational levels.
11.4.3 Management of Structural Capital
Regarding the strategic management of structural capital, it can be concluded that the 
activities of managing structural capital were well advanced. The management 
undertook considerable efforts to optimise processes and implement new concepts, 
which helped streamline processes and optimise the use of other resources. The 
introduction of concepts, such as primary nurse and clinical pathways, provided 
evidence of the strategic interest in this matter. At department level, it could be 
realised that structural capital was used to convert tacit knowledge into explicit 
knowledge and to acquire new knowledge.
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11.4.4 Management of Social Capital
Although the analysis of the literature revealed the importance of social capital for 
the efficient use of intangible resources, the discussion showed that the internal 
creation of intra-corporate relationships and consequently, social capital still lacks 
strategic awareness. Although it was stated that the University Hospital possessed an 
enormous pool of resources, only limited efforts were undertaken in order to access 
these resources. It was shown that efforts strongly depended on the establishment of 
social relationships between the members of different organisational units. Yet, the 
promotion of the establishment of such intra-corporate relationships did not seem to 
be pursued by the strategic management. Although it was revealed that factors, such 
as the resistance of staff and the lack of identification with the University Hospital, 
prevented the establishment of intra-organisational relationships, the efforts of the 
strategic management did not seem to address this problem adequately. A mission 
statement was formulated, but it was revealed that the communication of the 
importance of such a statement was not done properly. At departmental level, a 
higher degree of social capital could be identified. In addition, the relation to 
knowledge management activities could be revealed. Thus, the importance of social 
capital for better using other intangible resources was confirmed.
11.4.5 Management of Relational Capital
The research found that at organisational level, the management of relational capital 
was highly advanced as strong strategic efforts could be identified. Thus, the 
strategic pursuit of the creation and maintenance of external partnerships seemed to 
be of high importance due to increased competitive situation and the severe financial 
situation of the Hospital. The analysis of the findings revealed that, although the 
Hospital undertook considerable effort to transfer resources outwards, it hardly 
pursued the supplementation of own resources. At departmental level, no proper 
management of external relationships could be identified yet, although it could be 
assumed that staff and managers at departmental level were highly aware of available 
and missing intangible resources. It seemed that the opportunity to use other
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intangible resources was given away due to the lack of attention of both the heads of 
departments and centres and the top management of the Hospital.
11.5 Overall Conclusions
This research has provided interesting and useful insights into the meaning of 
intangible resources in hospitals. Above all, significant contextual factors could be 
identified which were proven to have an impact on the activities regarding the 
management of intangible resources. This section draws conclusions gained from 
the empirical investigations and the analysis of the literature review.
It can be concluded that the top managers of the University Hospital were very much 
aware of the dynamic environment and the resulting need for change. They 
undertook first and remarkable efforts. However, it was found that most managers 
felt numerous constraints, which prevented a progressive management of all 
organisational issues, including the effective management of intangible resources. 
The impact of contextual factors has been identified in the general management 
literature, but no explicit investigation had been undertaken so far in order to explore 
the impact on the strategic management of intangible resources. This study found 
that the characteristics of being a university hospital significantly affected the 
management of intangible resources, above all the utilisation of human capital and 
the development of social capital. Since the University Hospital was embedded in a 
complex framework given by the government, it faced numerous constraints, mostly 
imposed by regulating bodies such as the Works Council. Consequences of the 
public sector characteristics were felt because of the service-resistant attitude of staff 
and the strong limitations in terms of human resource management. The competitive 
environment was identified as another factor that affected the management of 
intangible resources. The creation of external networks and co-operation was made a 
strategic issue and rigorously pursued by the top management of the Hospital. It 
appears that the increased competitive environment fostered the creation of relational 
capital. The impact of the financial situation on the management of intangible 
resources could be proven on various occasions. The study demonstrated the impact
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of the staff profile on the management of intangible resources. A strong demarcation 
between occupational groups was found in the Hospital, which resulted not only in 
missing inter-occupational relationships but also in the lack of corporate identity, 
which is seen in the literature as a main condition for the creation of social capital. 
The fieldwork further demonstrated the importance of leadership. It was found that 
the style of leadership and management has strong effects on the utilisation of 
intangible resources. Further, the importance of leaders for changing the attitude of 
staff was revealed. The research also found that the spatial organisation might 
influence the deployment of intangible resources. The importance of the spatial 
organisation could not be identified in the literature under review. The current study 
provided evidence that respondents regarded this factor as important for the creation 
of social relationships and the exchange of knowledge and information. 
Consequently, the theoretical model, suggested in section 4.7, will be enriched by 
this factor.
The study found that some intangible resources are important for achieving high 
performance in the University Hospital. In terms of human capital, the importance of 
knowledge and experience could be identified in this research and the literature. The 
importance of qualifications could not be clearly identified in the literature under 
review. This research, though, found that having the right qualifications was 
perceived as important by the top management. The importance of loyalty towards 
the organisation could not be identified either in the literature on intangible resources 
or in this research. In terms of attitude, no empirical study on intangible resources 
clearly identified the importance of attitude for achieving high performance. Yet, 
this research found evidence for the importance of attitude for the University 
Hospital. The importance of communication skills could be identified in this 
research but not in many other empirical studies. Consequently, qualifications and 
communication skills are added to the theoretical model. The component loyalty will 
be removed.
The importance of an efficient IT system was identified in the literature. In this 
research, related resources such as databases and information and communication
327
Chapter 11 Discussion o f  the Main Study
systems were clearly identified as important. Further, the implementation of a 
comprehensive communication and information management was identified as 
essential. The meaning of routines has not been identified in empirical studies 
studying the importance of intangible resources in hospitals. The importance of 
routines for the University Hospital could be identified only to a limited extent. 
Hence, managers need to pay attention to the attitude of staff towards the 
implementation of routines. The importance of documenting processes could not be 
clearly identified in the literature. This research found that, in general, interviewees 
agreed on the importance of documentation. In the literature, the importance of 
processes and systems was identified. In agreement, this research found that the 
managers of the University Hospital showed awareness of the importance of having 
efficient processes. Evidence could be found, on the one hand, in the numerous 
efforts that were undertaken to optimise processes, and on the other hand, because of 
the numerous concepts that have been implemented such as clinical pathways and 
standardised operating procedures. Overall, the importance of all components of 
structural capital could be confirmed in this research. In addition, the importance of 
process documentation could be identified. Thus, this item will be added to the 
theoretical model.
Regarding the numerous social relationships that existed in the University Hospital, 
it was found that the degree of intensity of relationships varied. It was found that 
interdepartmental relationships were rather loose while the intensity of co-operation 
among the employees within single departments was high. In agreement with the 
literature, it was found that the generation of such relationships, i.e. the creation of 
social capital, is influenced by factors such as trust and mutual understanding, and 
the identification with the organisation. Further, the importance of a mission 
statement for expressing shared goals and values was identified by top and middle 
managers. However, it was found that down the hierarchy having such a mission 
statement was perceived as less important. In addition, the method of story telling 
has been found and proven effective for the creation of social capital. Although the 
evidence found is not strong, the effectiveness of this method was proven. It can be 
concluded that the items identified as important for the creation of social capital.
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were mostly supported in this research. More research is needed to explore the 
meaning of a mission statement in hospitals, as this research could not provide strong 
evidence. The theoretical model is enhanced by shared narratives as a component of 
social capital.
In terms of relational capital, two aspects have been considered in this research, i.e. 
the creation of partnerships with other hospitals and with other (health) service 
providers. The comparison of the findings with the literature has shown that the 
literature does not provide a detailed discussion on the importance of strategic 
relationships. Only some researchers claim that such relationships would help to 
complement existing resources. This research found that the University Hospital 
considered the initiation of external relationships as important, although it did not 
pursue the goal of supplementing own resources. In fact, financial interests were 
identified as main reasons. It can be concluded that in terms of optimal resource 
utilisation, the University Hospital gave away the opportunity of using external 
resources. At departmental level, the creation of external relationships was seen as 
important in order to exchange knowledge and experience, although it was done in 
an unstructured way.
In terms of management activities, it can be concluded that only single activities 
focused on the strategic management of intangible resources. It was shown that the 
organisation did not manage all important intangible resources, e.g. knowledge and 
internal relationships, in a strategic manner. In addition, the management did not 
consider its resources in an integrated manner since direct and indirect relationships 
had not been taken into account. If the management of the University Hospital 
realised the relationships between human capital, structural capital, social capital, 
and relational capital, it could be assumed that more strategic emphasis would have 
been placed on their development. The management of human resources seemed to 
be hindered by various contextual factors, and thus considerable effort has to be 
undertaken by the management to adequately develop and deploy these resources. In 
particular, it was found that changing the attitude of staff is one of the major 
concerns in the University Hospital as it strongly influences the utilisation of other
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intangible resources. Considering the shift in focus from human capital to structural 
capital and the difficulties in measuring individual performance, it might be worth 
implementing performance measurement instruments that focus on structural capital. 
Since the University Hospital undertook considerable effort in building structural 
capital, performance indicators have to be found that analyse the performance of 
processes, IT systems and so on.
The major insight gained regarding the knowledge management activities of the 
University Hospital is that there was no strategic intention of the University Hospital 
to implement such activities. This implies that the organisation does not correspond 
to its strategic challenges through the implementation of knowledge management 
activities. Yet, explanations could be found in the strong impact of contextual 
factors that existed. However, at departmental level, numerous activities could be 
identified. It could be concluded that valuable knowledge management activities can 
be realised without the support of the strategic management. As a major condition 
for knowledge management activities, the existence of intense relationships, hence, 
social capital could be identified. Evidence was found that “strong ties” existed 
between the members of the QM Department. Consequently, it can be assumed that 
knowledge management would be fruitful if a high degree of social capital exists. 
Thus, the implementation of knowledge management activities could be initiated in 
single units of an organisation.
Based on the conclusions drawn from this research, the theoretical model can be 
modified as shown in Figure 11.1. It can be assumed that most of the contextual 
factors and important intangible resources identified in this research play an 
important role in other hospitals. The review of the literature showed that other 
hospitals face the same constraints, above all the public sector regulations, the severe 
financial situation, and the demarcation between occupational groups. Further, it can 
be assumed that intangible resources such as the attitude of staff are also important in 
other hospitals. Thus, it is recommended that the theoretical model be tested in other 
hospitals.
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Figure 11.1 Modified theoretical model
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11.6 Limitations of the Research
The concluding part of scientific research is usually dedicated to reflection about the 
research topic. This section discusses the strengths and limitations of the research 
and indicates opportunities for further research. The research provided thorough 
insights into a new and interesting phenomenon. It explored the meaning and 
management of intangible resources in hospitals by comparing the literature with 
empirical findings. It was found that the management of intangible resources is to a 
great extent not an independent process but embedded in several regulative 
constraints that hospitals face. Despite its significant contributions, this study has its 
limitations, as with all studies. They mainly refer to the scope of the study and the 
methodological approach adopted. The research strategy and design were explained 
in Chapters Five and Six of the thesis.
11.6.1 Literature Review
During the literature review on the identification of important intangible resources, 
the researcher discovered that only very few empirical studies exist. Numerous 
researchers confine themselves to mention intangible resources and do not discuss 
their importance. In order to identify intangible resources for the preparation of the 
main study, the researcher had to assume that the number of mentions in the 
literature is an indicator of their importance.
The few empirical studies that measured the importance of intangible resources 
based their identification on different criteria. For example. Tanner (2006) identifies 
intangible resources that are relevant for the creation of sustainable competitive 
advantage. By contrast, Peng, Pike and Roos (2007) and Habersam and Piper (2003) 
identify intangible resources that contribute to achieving high organisational 
performance. Marr, Schiuma and Neely (2004b) base the measurement of 
importance on the impact on the creation of value. Consequently, the comparison of 
the identified intangible resources in these studies with the current research had to be 
done deliberately.
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Further, it was found that the resources identified in the literature often lack precise 
definitions. It was shown that intangible resources could be considered from various 
perspectives and, thus, defining the single components of intangible resources is very 
important. The lack of these definitions prevents building a common understanding 
and limits the comparison of the findings with the literature.
11.6.2 Scope of the Study
The literature review on intangible resources showed that this discipline is a wide 
and complex field. For the management of important intangible resources, the 
literature suggests the application of a variety of different, mostly operational- 
oriented management tools. This research only considered two management tools, 
namely knowledge management and human resource management activities. 
However, neither approach was considered in-depth because they were not the focus 
of interest. Related topics such as the learning organisation was not considered 
either, since this approach mainly focuses on activities needed for the creation and 
development of knowledge (Canibano, Covarsi and Sanchez, 1999). Investigating 
this approach would have provided interesting insights, but as it forms a single 
research discipline, a discussion would have been superficial as is was not in the 
focus of this research. This discipline has been thoroughly researched by others (e.g. 
Senge, 1990). Other related management issues such as measuring and reporting 
intangible resources could have been analysed in more depth if they had formed the 
main part of the research. These disciplines form separate fields of research.
11.6.3 Research Design
The design of the research was discussed in Chapter Six. In both steps of the 
research, qualitative research approaches were chosen. For the preliminary study, 
the qualitative approach seemed to be most appropriate due to the exploratory nature 
of the subject under investigation. For the main study, different approaches could 
have been used, in particular for the identification of the most important intangible 
resources. For this, the literature suggests quantitative approaches, as described in
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section 6.4.8.1. Using a quantitative approach would have given different insights 
into the phenomenon under investigation. However, particular reasons, explained in 
section 6.4.2, justified a qualitative approach for this research. The results of the 
qualitative approach could have been compared to previous empirical studies that 
used a quantitative approach. However, comparability was limited- not only because 
of the lack of research conducted in other hospitals and public sector organisations 
but above all because other researchers focused on other intangible resources.
11.6.4 Researcher’s Perspective and Ability
The researcher’s background might have influenced the quality of the research. For 
this research, in particular, the knowledge of healthcare settings and the ability to 
conduct scientific research might be seen as significant factors. Since the researcher 
had no educational background in healthcare, at first difficulties occurred in 
understanding the processes and terms used in hospitals. At the beginning of the 
research, the researcher sometimes had the feeling that she lacked relevant 
knowledge to pursue the research with confidence. During the main study, insights 
gained into the particularities of the university hospital significantly enhanced the 
researcher’s knowledge since her background was mainly formed of experience 
gained in private sector organisations.
During the research process, the researcher increased her knowledge and experience 
regarding her ability to conduct scientific research. The quality of the first 
interviews in the preliminary study might be the object of criticism due to the 
researcher’s lack of experience. Although the interview schedules were pilot tested, 
the real world context confronted the researcher with new knowledge areas. 
However, the quality of the interviews was improved by constant reflection on the 
interview process. The researcher learned to consider certain essential aspects that 
are important for a successful interview. Based on the experiences gained in the 
preliminary study and the thorough preparation for the interviews in the main study, 
the high quality of the data collection process could be ensured, see section 6.4.9.
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The researcher gained confidence and started enjoying the process of conducting 
interviews.
11.7 Further Research
The current research uncovered numerous insights into the new and unexplored area 
regarding the identification and management of intangible resources in hospitals. 
However, due to the novelty of the research area, the research only forms the basis 
for the creation of a fundamental understanding of the meaning of intangible 
resources in hospitals. Important findings were provided, but at the same time, a 
large area for further research was revealed. One such area is based on the 
limitations of the research. The rejection of the realisation of a wider survey 
impeded the derivation of insights into intangible resources, which are important for 
the wider workforce and for specific functional areas and, hence, the generalisation 
of the qualitative findings. Consequently, further research should aim to complement 
and complete this study in order to yield a comprehensive picture of the important 
intangible performance drivers in hospitals. Implications for the strategic 
management of these resources could be derived from the results.
To test the findings of the research, more research is necessary in other hospitals and 
public sector organisations. Other hospitals should be the unit of analysis in order to 
verify the importance of the identified intangible resources. Other public sector 
organisations should be analysed for the relevance of the contextual factors in these 
organisations. This would allow fimitful insights to be gained.
Further areas of research were revealed in terms of the effective management of 
intangible resources. The process described by Marr, Schiuma and Neely (2003) and 
Roos, Pike and Femstroem (2005) encompassed various steps, which could not be 
thoroughly analysed during this research. The process was described in section 3.5.1. 
This approach is slightly modified and new areas for the management of intangible 
resources are added. These are described in the following. Research in many of
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these areas is still in its infancy, in particular if it is related to the hospital sector and 
the wider public sector.
Identification of the relationship between important intangible resources and 
organisational performance
The literature revealed that the influence of intangible resources on the performance 
of public sector organisations has been described very much in theory, but hardly in 
empirical research. Peng, Pike and Roos (2005) claim that the influence of 
intangible resources on the performance of healthcare organisations has to be 
explored in detail. Such an analysis, however, is related to two major problems. On 
the one hand, problems occur in relation to finding appropriate indicators that 
visualise intangible resources and the performance of the organisation. Another 
problem is related to showing the effect on organisational performance. One study 
was conducted by Carmeli and Tishler (2004), who applied a quantitative approach 
and measured the impact of intangible resources on organisational performance. 
Their results confirmed a positive relationship between the selected intangible 
resources and performance. It is apparent that further research is necessary in this 
field.
Identification of the current and desired performance of important intangible 
resources
In order to identify needs for action related to the development of important 
resources, an essential step is the comparison between the current and required state 
of the art. Although, the importance of this process is apparent, not much attention 
has been devoted to the topic. Researchers from other disciplines, such as 
operational management, suggest using quantitative methods for the identification of 
criteria or indicators that are appropriate for measuring intangibles. Research 
findings from this body of knowledge should be included in the research on 
intangible resources. To measure the current and required performance of intangible 
resources, Staughton and Johnston (2005) suggest that a ten-point semantic 
differential scale be used.
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However, the findings of the research revealed that the measurement of current 
performance is critical; in particular if it is related to human capital, as many 
regulations exist in order to protect employees. Indeed, this seems to form a major 
problem in many public sector organisations. The prohibition of performance 
measurement and the existence of inadequate measurement tools impede the 
derivation of effective management measures.
Analvsis of existing performance measurement svstems in order to analvse the 
consideration of intangible performance drivers
In healthcare organisations, numerous performance measurement indicators are in 
place in order to primarily measure outcomes in terms of clinical and financial 
performance. Yet, the consideration of intangible resources as important input 
factors lacks attention (Tan, Platts and Noble, 2004; Peng, Pike and Roos, 2005). 
Usoff, Thibodeau and Burnaby (2002) demand that organisations develop systems 
that capture intangible resources to their full extent. According to them, it would be 
imperative that performance measurement systems are adjusted to capture the 
contribution of intangible resources to the performance of the organisation. In order 
to judge the extent to which important resources are reflected in performance 
measurement systems, a thorough analysis is required. The empirical study of Zigan, 
Macfarlane and Desombre (2008) explored this area of research as it analysed the 
extent to which intangible resources are considered in performance measurement 
systems in hospitals.
Derivation of management actions regarding the management of intangible resources 
and the adjustment of performance measurement svstems
The systematic analysis of the different aspects may lead to the derivation of 
adequate actions of the management in order to manage important resources and to 
adjust performance measurement systems. In this context, it is important that the 
management implement appropriate measures for their optimal utilisation.
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The current research revealed some contextual factors, e.g. the regulations of the 
public sector, that seem to hinder the implementation of management tools in 
hospitals. Since the research was exploratory in terms of identifying contextual 
factors, more research is needed which explores their impact on the management of 
intangible resources. In this context, labour markets and employment systems could 
be analysed. Further, whether or not the identified contextual factors are nation- 
specific or generalisable to other countries has to be clarified.
11.8 Practical Recommendations
The discussion on the findings leads to a number of recommendations for the 
strategic management of intangible resources for the University Hospital, and 
probably for other hospital organisations. The findings revealed that the top 
management of the University Hospital lacks awareness of the development and 
deployment of these resources. Managers have to understand the critical role of 
specific intangible resources in order to adequately deploy them.
The discussion showed that changes in the University Hospital are not easy to pursue. 
Problems were strongly related to the attitude of front-line staff, as it did not seem to 
support the realisation of the organisational directives. The attitude of the staff could 
be changed by giving them greater opportunity of participating in the decision­
making processes in their organisational unit. The incentive of involvement can be 
very effective, as it would also increase identification with the entire organisation. 
The top management has shown awareness of the meaning of involving staff and 
started already some initiatives. However, further efforts are needed.
Another approach might address the development of the organisation-wide 
communication and information management. It was revealed that the 
communication between the hierarchical levels in the University Hospital was not 
working adequately. It is recommended that the management of the University 
Hospital adjust its information and communication system in order to adequately
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reach all employees and to transfer important information. To improve the 
communication between the hierarchical levels and the different organisational units, 
the researcher suggests that open days in different organisational units be initiated 
and staff systematically transferred to other ranges. The increased communication 
might be an additional means for changing the attitude and enhancing the 
identification with the Hospital. The literature revealed that, in this respect, face-to- 
face communication is highly important. It is recommended that presentations and 
talks be arranged to bring together various occupational groups. It might also be 
useful to arrange multi-disciplinary projects in order to enhance trust and mutual 
understanding for each other. For this, the method of storytelling could become an 
organisation-wide effort, as it proved successful for one centre.
The suggestions made are strongly related to the development of social capital. The 
creation of social capital is an important condition for utilising the immense 
resources the University Hospital possesses. Despite the significance of social 
capital, no efforts on the strategic level could be identified. Thus, it is strongly 
recommended that the top management of the University Hospital realises its 
importance and promotes its development. Systematically using available 
knowledge and services, based on the creation of internal networks, might be an 
effective way of enhancing commitment to and, hence, the identification with the 
University Hospital. It is necessary, however, to analyse the existing know-how and 
potential of staff.
The discussion on the meaning of structural capital disclosed that the development of 
structural capital facilitates the utilisation of other intangible resources. Although the 
development and deployment of structural capital is already a strategic issue, the 
findings revealed that potential for improvement exists. It might be useful to 
implement a manager, who controls the optimal use of devices. Since the 
effectiveness of optimised processes was revealed, the researcher proposes that the 
potential for a further formalisation of processes should be systematically analysed.
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Relational capital was identified as important for the exchange of tangible and 
intangible resources. However, it was revealed that the opportunity of 
supplementing own resources was not sought in the University Hospital. In order to 
skilfully supplement own resources, it is recommended that the top management 
analyses the current state of the art of existing resources. This would also help 
identify resources, which could be marketed outwards to gain additional financial 
resources.
The discussion on the findings showed that in terms of human resource management, 
the meaning of training and development has been realised by the top management of 
the Hospital. However, the findings showed that the efforts for training and 
developing staff mainly focused on middle and lower management levels. Evidence 
was found that effort for the training and development of front-line staff was reduced. 
Therefore, the researcher recommends for the managers of the University Hospital to 
put more effort to the training and development of this range of employees. Facing 
financial constraints, the management of units could initiate self-training groups and 
internal training sessions, as was described by some respondents.
In terms of knowledge management activities, it was found that the University 
Hospital possesses unique knowledge due to its role as a research and teaching 
hospital. The discussion showed that it might be easier to initiate single knowledge 
management activities at departmental level. Hence, the researcher recommends that 
purposeful knowledge management activities be started in single units. Further, 
knowledge should not only be used as a resource (through collecting, storing, and 
sharing internally) but also as a product (i.e. develop, distribute and sell it externally) 
(Andriessen, 2006). It is apparent that the University Hospital first has to find 
adequate means of using knowledge as a resource.
In sum, the researcher recommends that the University Hospital place the 
development of social capital on its strategic agenda. Social capital was indeed 
identified as a key issue that has the potential to minimise the identified
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organisational problems such as the lack of a positive attitude and identification. The 
creation of social capital can be facilitated by a systematically developed 
communication and information management, which involves interdisciplinary 
personal communication and the transfer of staff to other organisational units. 
Further, making organisational decisions a matter for all employees might enhance 
the commitment and identification of the employees.
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Appendix A
Information Sheet Sent to Potential Respondents
School of Management 
University of Surrey 
Guildford 
Surrey GU2 7XH 
UK
INFORMATION SHEET 
Version 1.0, June 2005
An exploratory study of current performance measurement systems and the 
consideration of intangible resources as key elements in conducting business
performance
Wbat is the purpose of the study?_________________________________________
This information sheet describes a research project which seeks to analyse the role of 
intangible resources in promoting the performance of services delivered to patients 
and to gain a better understanding of performance measurement systems in various 
European health care settings.
This research study is part of a PhD- programme, started in October 2004 at the 
School of Management of the University of Surrey. It will involve a series of 
qualitative interviews with different stakeholders involved in hospital policy. These 
interviews will explore, in depth, the functionality of current performance 
measurement systems of hospitals regarding the reflection of the influence of 
intangible resources on business performance of hospitals.
The pilot interviews will be conducted between August and October 2005.
Wbo bas reviewed tbe study?
The project is supervised by Prof. T. Desombre, Deputy Head of School, Professor of 
Health Care Management and F. Macfarlane, Lecturer in Health Care Management, 
School of Management, University of Surrey. Both have been reviewed this study. 
The project has been approved by the NHS Ethics Committee and the University of 
Surrey Ethics Committee.
Why bas my hospital been cbosen?
Consideration has been given to a number of factors in asking sites to participate in 
the qualitative phase of the study including location of the hospital and its size. We 
hope that you will be able to share your experiences regarding the integration of 
intangible resources in your performance measurement systems with us and thereby 
help us to build up a picture of current performance measurement practice in Europe.
A 1
What does participation in the study involve?
The study involves an in-depth face- to- face interview of key individuals involved in 
the performance measurement activities of hospitals. During the interview different 
issues will be raised such as:
• What kind of performance measurement systems are currently used in the 
organisation
• How is the performance of the hospital measured
• Awareness of intangible resources
• Meaning of intangible resources for conducting business performance
Interviews will be conducted at your place of work and no expenses will be offered 
to participants.
The majority of interviews should take approximately one hour and all those 
involved in the study will be asked if they are happy to be tape-recorded prior to the 
interview. All interviewees may ask for any sensitive remarks to be withdrawn from 
the record and may withhold any information which they regard to be of a sensitive 
nature. As a participant, you are under no obligation to take part in this research. 
Refusal to do so will have no impact on your career in any way.
Confidentiality__________________________________________________________
All data collected within the project will remain confidential. This includes data from 
interviews and any documentation that is not in the public domain, as well as any 
informal discussions. Individual respondent’s names or any identifying details will 
not be made available to any other organisation or individual.
Please note that all those involved in the study have the right to request that anything 
they regard as sensitive or confidential (verbal or written) be excluded from the 
study.
Anonymous abstracts from interviews may be used in the final report and any 
publications. In keeping with guidelines for good research practice, anonymised data 
relating to the study will be stored for a period of at least five years within a locked 
filing cabinet within the research establishment and under the care of a designated 
custodian. All data will be stored in accordance with the Data Protection Act, 1998 in 
locked cabinets at the University of Surrey. At the end of the five year period, all 
interview notes, tapes and other pieces of data relating to the project will be 
destroyed.
Feedback and dissemination
We will feed back results of the project to those who have been directly involved. 
This may take the form of a summary report once all phases have been completed. It 
is planned to publish an academic paper in a peer reviewed journal detailing the 
findings of this study.
A 2
Contact for further information
If you have any queries or concerns regarding the project or would like to discuss 
your organisations participation as a case study in more detail, please contact:
Krystin Zigan
PhD Candidate 
School of Management 
University of Surrey 
Guildford 
Surrey GU2 7HX 
UK
Telephone: 01483 683102 
Email: k.zigan@surrey.ac.uk
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Appendix B
Questionnaire Distributed to the Respondents of the 
QM Department of the University Hospital
University of Surrey
Dear members of staff,
My name is Krystin Zigan and I am currently PhD student at the University of 
Surrey, UK. My research is related to the identification of the importance of 
different intangible resources for the management and the efficiency of different jobs 
in the university hospital.
Within this context, I would like to ask for 10 minutes of your time in order to fill in 
this questionnaire. Hereby, it concerns the determination of the importance of various 
resources for your work.
Your participation is voluntarily, of course. Further, your response will be kept 
strictly confidential and will only be used for academic research. Therefore, there 
result no disadvantages of your response.
I thank you very much for your time and cooperation.
Kindly regards
Krystin Zigan 
PhD Researcher 
School of Management 
University of Surrey 
Guildford, Surrey 
GU2 7XH 
UK
B 1
Part I Demographic Data
Please tick the most appropriate response!
Q l. Are you?
I  I  Male n  Female
Q2. What is your current profession in the hospital?
r~l Nurse 
I I  Physician 
n  Administration
I  I Others (please specify)________________
Q3. What is your managerial level in the hospital?
n  Top management (directors of clinics and institutes)
0  Middle management (head of department, nursing, physician)
□  Operational management (nurses, physicians, members of administration)
1 I Others, please specify_______________________
Q4. For how long have you been working in the hospital?
O  Less than 1 year Q  6-10 years
n  1-2 years Q  11-15 years
n  3-5 years O  16 years and over
Q5. What is your highest qualification?
n  Secondary School Q  Apprenticeship
I I  A-level Q  University Degree
B 2
Part II Evaluation of intangible resources
The following questions aim to measure the importance of selected intangible 
resources in relation to your job.
Please tick one box according to the importance.
Rating (1) indicates that the resource is not important at all for your daily work and 
rating (7) indicates that the resource is very important.
If you feel your agreement is between these two extremes, please pick any number 
from someplace in the scale.
B 3
How important is.... for achieving high performance in your job?
iinnortiint
Communication with 
colleagues
Databases for the 
exchange and storage of 
knowledge
Department external 
training courses
Communication with 
hospital external people
Taking on responsibility
Documentation of your 
work
Ability to use time 
efficiently
Purposeful exchange of 
knowledge with 
colleagues
Communication with 
boss
B 4
How important is.... for achieving high performance in your job?
K T
____________ ........... 1
Systematic collaboration 
with colleagues
1
Standardised processes
Purposeful exchange of 
knowledge with hospital 
external people
1
Communication with 
colleagues from other 
departments
Persuasive power 1
Working in a team
Department internal 
training courses
1
Systematic collaboration 
with colleagues
Learning by doing 1
Self-organisation
Other EDP systems 1
UJU
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How important is.... for achieving high performance in your job?
i innonan i
Utilisation of manuals 
and guidelines
Systematic collaboration 
with hospital external 
people
Identification with work
Experiences from former 
jobs
Non-medical knowledge 
Existence of a vision 
Goal-oriented working 
Financial extra-rewards 
Qualifications 
Medical knowledge 
Routines
B 6
How important is.... for achieving high performance in your job?
— gm
iiuportaiit
Leadership competence 
of the boss
Purposeful exchange of 
knowledge with
colleagues from other 
departments
Structured training into 
new work areas
Ability to moderate
Manager as example
Feedback about your 
work
Service-oriented
behaviour
Training as extra 
rewards
Are there resources 
which are important but 
have not been 
mentioned...
5. 6
I thank you for your precious support!
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MATERIAL REDACTED AT REQUEST OF UNIVERSITY
